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| Mr. G. D. Finlayson, C.M.G., Superintendent of Insurance, Department of 
Finance. 

Mr. Louis Blake Duff, President, Association of Canadian Small Loan 

i Companies, Toronto. 

4 (Including statement by Mr. R. W. Mayhew, M.P., Parliamentary | 

Pe Assistant to the Minister of Finance) 
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ORDERS OF REFERENCE 


House or CoMMons, 
Fripay, March 29, 1946. 


Resolved,—That the following Members do compose the Standing Committee 
on Banking and Commerce. 


Messrs. 
Argue Fulton Marquis 
Arsenault Gour Maybank 
Beaudry Hackett Mayhew 
Belzile Harkness Mellraith 
Black (Cumberland) Harris (Danforth) Michaud 
Blackmore Hazen Murphy 
Bradette 7 Isley Nixon 
Breithaupt Irvine Picard 
Cleaver Isnor Pinard 
Coté (St Johns-Iberville- Jackman Quelch 
Napvierville) | Jutras Rinfret 
Dechene Lesage Ross (Souris) 
Dionne (Beauce) Low Sinclair (Ontario) 
Dorion Macdonnell (Muskoka- Stewart (Winnipeg 
Fleming Ontario) North) 
Fournier (Maisonneuve- MacNaught Strum, (Mrs.) 
Rosemont) Manross Thatcher 
Fraser Marier Tucker—50. 


(Quorum 15) 


Ordered,—That the Standing Committee on Banking and Commerce be 
empowered to examine and inquire into all such matters and things as may be - 
referred to them by the House; and to report from time to time their observations 
and opinions thereon, with power to send for persons, papers and records. 


Tusrspay, 14th May, 1946. 
Ordered,—That the quorum of the said Committee be reduced from 15 to 10 
and that Standing Order 63(d) be suspended in relation thereto. 
Ordered,—That the said Committee be empowered to sit while the House 
is sitting. 
Monpay, 24th June, 1946. 


Ordered,—That the following Bill be referred to the said Committee, viz:— 
Bill No. 140, An Act to amend The Small Loans Act, 1939. 


Tuurspay, 4th July, 1946. 
Ordered,—That the said Committee be given leave to print. from day to day 
1,000 copies in English and 200 copies in French of its Minutes of Proceedings 
and Evidence, and that Standing Order 64 be suspended in relation thereto. 


Attest. 
ARTHUR BEAUCHESNE, ; 
“Clerk of the House. 


ill 
67903—14 


REPORT TO THE HOUSE 


Wepnespay, July 3, 1946. 
The Standing Committee on Banking and Commons begs leave to present 
the following as a 
; FourtH REpPorRT 
Your Committee recommends that it be given leave to print from day to day 


_ 1,000 copies in English and 200 copies in French of its Minutes of Proceedings 
and Evidence, and that Standing Order 64 be suspended in relation thereto. 


All of which is respectfully submitted. . 
HUGHES CLEAVER, 
Chairman. 
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MINUTES OF PROCEEDINGS 


Turspay, July 2, 1946. 


The Standing Committee on Banking and Commerce met at 4.00 p.m., the 
Chairman, Mr. Cleaver, presiding. 


Memebers present: Messrs. Argue, Belzile, Bradette, Cleaver, Dechene, 
Fleming, Fournier (Maisonneuve-Rosemont), Fraser, Gour, Harkness, Hazen, 
Jackman, Lesage, Macdonnell (Muskoka-Ontario), MacNaught, Mayhew, Rin- 
fret, Strum (Mrs), Thatcher, Tucker. 


In attendance: Mr. G. D. Finlayson, C.M.G‘, Superintendent of Insurance, 
Department of Finance. 


(The First half-hour of the Committee’s proceedings was devoted to the 
consideration of a Private Bill). 


On motion of Mr. Fournier, seconded by Mr. Fleming, 


Ordered— That the Committee request permission to print from day to 
day, 1,000 copied in English and 200 copies in French of its Minutes of Pro- 
ceedings and Evidence. 


On motion of Mr. Fournier, seconded by Mr. Fleming. 


Resolved,—That an Agenda Committee be appointed consisting of seven 
members, and that the Chairman be empowered to select the members thereof. 


The following members were selected by the Chairman to constitute the said 
Agenda Committee, viz:—The Chairman, Mr. Cleaver, and Messrs. Blackmore, 
Fleming, Fraser, Irvine, Moore and Rinfret. 


The Committee proceeded to the consideration of Bill No. 140, An Act to 
amend the Small Loans Act, 1989. 


Mr. Mayhew, Parliamentary Assistant to the Minister of Finance, made 
a statement on the purpose and effect of the bill. 


Mr. Finlayson made a review of the operations of loan companies under 
the provisions of The Small Loans Act, 1939, and answered questions. 


At 5.50 p.m., the Committee adjourned to the call of the Chair, 


Tuurspay, July 4, 1946. 


The Standing Committee on Banking and Commerce met at 4.00 p.m., the 
Chairman, Mr. Cleaver, presiding. 


Members present: Messrs. Argue, Black (Cumberland), Blackmore, Bra- 
dette, Cleaver, Dechene, Dionne (Beauce), Fraser, Fulton, Harkness, Hazen, 
Irvine, Isnor, Jackman, Jutras, Lesage, Low, Marier, Mayhew, Mcllraith, 
Michaud, Nixon, Picard, Ross (Souris), Sinclair (Ontario), Stewart (Winnipeg 
North), Strum (Mrs), Thatcher. 


In attendance: Mr. G. D. Finlayson, C.M.G., Superintendent of Insurance, 
Department of Finance, Mr. Louis Blake Duff, President, Association of 
Canadian Small Loan Companies, Toronto, and other representatives of Small 
Loan Companies. 

Vv 


q 


The Chairman presented the first report of the agenda committee as appears 
in this day’s minutes of evidence. ue? n 


The said report was adopted unanimously. 


The Committee then resumed consideration of Bill 140, An Act to amend 
The Small Loans Act, 1939. 


Mr. Louis Blake Duff was called. He submitted a brief on behalf of the 
Association of Canadian Small Loan Companies and was examined. 


At 6.00 p.m., witness retired and the Committee adjourned until Tuesday, 
July 9, at 4.00 pm., with the understanding that the Committee would then 
consider the Foreign Exchange Control Bill (No. 195). | 


R. ARSENAULT, 
Clerk of the Committee. 


V1 


MINUTES OF EVIDENCE 


Housm oF CoMMONS, 
July 2, 1946. 


The Standing Committee on Banking and Commerce met this day at 4 
o’clock p.m. The Chairman, Mr. Hughes Cleaver, presided. 


The Cuairman: If the members all have copies in their hands of Bill 140 
we will proceed with that bill, an Act to amend the Small Loans Act, 1939. 
Is it your pleasure that the commitee should first. have a general statement 
from Mr. Mayhew, the parliamentary assistant to the Minister of Finance? 
(Agreed.) 

Mr. MayuHew: Mr. Chairman and gentlemen: JI am sure we are all very 
pleased to note that one of the original members of the 1988 committee, which 
was the year of the foundation of this small loans legislation, is now the 
chairman of this committee, Mr. Cleaver. I notice also there are several other 
members on this committee who were on that committee at that time. I am 
sure they will all be of great assistance to us. I am not going to take up 
any great length of time in making a statement. Mr. Finlayson is here to 
answer any questions, and I am sure that is what we want to hear. 

I might state that the reasons for’ bringing in this change at this time 
are several. Probably the one that we considered the most important is the 
report of the superintendent of insurance who is also superintending these 
small loans. Mr. Finlayson has made a recommendation to the minister that 
the rate be changed from 2 to 14 per cent. That is the only change in the 
bill. Another reason why it was thought advisable to bring in the change 
at this time is that there has been a general reduction in interest rates since 
1939, the year the Act. was passed. Further the report: of the superintendent 
gives the growth of the various companies, and it has been considerable. In 
fact, business has been more than doubled since 1939. 


Mr. Furminc: That is the volume of business? 


Mr. MayuHew: The volume of business. They seem to be in a very strong 
position. Further than that there was the position taken by the Minister of 
Finance when he was introducing the bill in 1989. He used some pretty strong 
statements in connection with it, and particularly with regard to the rate 
of interest. It is quite evident from his statement it would appear that 2 per 
cent was the maximum that should be charged at that time. . 

Then there was also a further report, which I would recommend members 
to read if they have not already done so, of the then chairman of the Banking 
and Commerce Committee. His report was made to the House at the time 
the bill was introduced. 

I should like to make this short statement. The Small Loans Act was 
enacted by parliament. in 1939 to come into force on January 1, 1940. Prior 
to that time the three licensed small loans companies were governed as to 
rates of cost by the provisions of their special Acts of parliament and by an 
amendment to the Loan Companies Act, R.S. 1927, Chap. 28, passed in 1934, 
Chap. 56, restricting the rate of cost for dominion companies to 24 per cent 
per month. The Small Loans Act, 1939, fixes a maximum rate of 2 per cent 
per month. 

The Small Loans Act applies to the said small loans companies and also 
to money lenders, however incorporated. At the present time there are three 
small loans companies and fifty money lenders licensed under the Act. 
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The effect of the bill now before the House is to reduce that maximum 
rate to 14 per cent per month. The adoption of this rate 1s recommended by | 
the superintendent of insurance as a result of the experience of the Depart- 
ment of Insurance in administering the Small Loans Act over the last six 
years. It is also the rate which has been voluntarily adopted by at least two 
of the licensees for all their loans and by other licensees for portions of their 
loans, One important money lender has adopted a rate of 1} per cent for 
all its loans. 

The increase in the volume of small loan balances outstanding from 1940 
to 1945 is indicated by the following:— 


SMALL LOAN BALANCES OUTSTANDING 


Small loans Money Totals for 
Year companies lenders all lenders 
AOI es xs $ 6,266,336 $ 3,585,149 $ 9,851,485 ‘ 
POA ee 13,354,915 7,074,240 20,429,155 


The number of small loans companies is the same in each of the two years. 
The number of money lenders was sixty-five in 1940 and fifty m 1945. The 
larger volume of business per lender has naturally reduced the rate of over- 
head expense and this, combined with the effect of greater experience in the 
practice of lending and the general reduction in the cost of money, is believed 
to justify the proposed reduction in the monthly rate. 

The Minister of Finance, in introducing the bill on May 24 last, said:— 

The Small Loans Act, passed, I think, eight or nine years ago, 
places a ceiling on the interest rate which small loan companies may 
charge of two per cent per month. Experience has shown that this is 
unnecessarily high in the hght of recent changes in interest rates and 
so forth, and it is therefore proposed: in this bill to reduce that interest 
rate to 14 per cent per month. It-is anticipated that the bill will be 
referred to the banking and commerce committee where the appropriate- 

; ness of that rate can be investigated. 
This was recommended by the superintendent of insurance. That is our function 
here now. 

The enactment of the Small Loans Act in 1989 followed a prolonged 
investigation before the Banking and Commerce Committee in 1938 of the 
whole subject. of loans on personal security and while there was a difference 
of opinion as to what the maximum rate should be, the report of the chairman, 
Mr. W. H. Moore, recommended 2 per cent per month. In commenting on 
this rate he said:— 


Finally, the rate of 2 per cent per month, recommended in the draft 
bill must be regarded an experimental rate. In this relatively new field 
of finance, procedure has to be largely by way of trial; if error is made 
by naming a rate too low, or too high, it is subject to correction. Loans 
of the sort are for relatively short terms (usually a year) and it is thus 
possible to look forward to a correction of rate without that disastrous 
disturbance that follows upon legislative intervention in long term con- 
tracts. If one may judge the future of personal finance in Canada, by 
the development ofthe United States, the volume is still in the making, 
and legislative action should obviously be made to conform to the stages 
of development. . 


Those are the main bases for the recommendation at the present time. 
I hope the committee will find that the base we have started from is a correct 
one and that the bill will be recommended. I have nothing further to say 
at the present time. . 
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Mr. Jackman: May I ask at whose request the legislation is being put 
forward? Who has requested the legislation? 
Mr. Mayuew: The recomniendation of Mr. Finlayson was the first recom- 


mendation to the minister. He has requested it. 


Mr. JACKMAN: Have there been complaints as to the high rates charged 
from anybody? 
Mr. MayHew: I think Mr. Finlayson can give you that information. 


Mr. JAcKMAN: I will address my question to him with your permission, 
Mr. Chairman. May I preface my remarks by saying that the report read by 
the parliamentary assistant referred to the high interest charge. People in this 
business inform me that while it is a percentage charged on the amount of 
money involved—often less than $100—the cost is not really an interest cost. 
It is a service charge of which interest is an element. I should like to ask, 
whether or not Mr. Finlayson would agree that the statement read by the 
parliamentary assistant might have been closer to the facts, shall I say, if the 
words “interest charge” had been “service charge” or “service and interest 
charge of 2 per cent”. 


Mr. Fuemine: Mr. Chairman, the question of procedure comes up. I have 
been looking over the evidence taken before the parliamentary committee of 
1938 which made quite an extended investigation into the whole business done 
by these small loans companies, and in connection with them there was also the 
matter of fixation of rates. I remember it well because I happened to be in 
Ottawa at that time and I attended some of the sittings of that committee. 
Was it your thought, Mr. Chairman, and would it be the thought of the committee, 
that the persons concerned with ‘this reference before the committee would 
be given an opportunity of making representations here? The reference itself 
refers to the fact that the matter is to be investigated, particularly the matter 
of fixation of rates, and I take it from that that we are to hear from those who 
are to be affected by the change, that they would have an opportunity of 
appearing before the committee. 


The CHatrMAN: I entirely agree with what you have said, Mr. Fleming, 
and what I had in mind was that I would convene the agenda committee on 
which all the parties in the House would have representation and that the 
agenda committee would determine to what extent evidence should be called, 
and the general procedure of the committee. To-day, so that our time would 
not be lost at this meeting, I thought perhaps it would be helpful if Mr. Finlayson 
would make a general statement. There are many new members on the com- 
mittee who were not on the committee and were not in Ottawa at the time the 
inquiry was made in 1938. That was a very exhaustive inquiry extending over 
four months. Many witnesses were called. I thought it would be helpful, 
especially to the new members of the committee, if Mr. Finlayson would make 
a general statement, and then perhaps quite early we would adjourn this 
afternoon and the agenda committee will meet and decide in detail on the mode 
of procedure. We have two things to decide. One is, I take it, that we must give 
precedence to the bill that was referred to us this afternoon in regard to foreign 
exchange control. I would anticipate that we must give that bill right of way 
because I believe that bill must be passed this year if the orders in council are 
to continue in force. What I had in mind was our mode of procedure would be 
entirely by the recommendation of the steering committee in the first instance, 
and their reports, of course, would be brought before the main committee for 
discussion and approval. Is that satisfactory? 


Some Hon. Mempers: Yes. 


The CuarrMan: Is it your wish to hear Mr. Finlayson now? 
Some Hon. Memsers: Agreed. 
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The CuarrMANn: It would make for a more consecutive and orderly hearing 
if Mr. Finlayson is permitted to make his statement first without questions. Yous 
can make a note of your questions and there will be plenty of opportunity for’ 
questions and answers after the statement is completed. I think it might be 
good business so far as presentations on behalf of the loan companies are con- 
cerned if they were allowed to do the same thing. 

Are you ready to hear Mr. Finlayson now? 

Some Hon. Mmmpers: Ready. 


G. D. Finlayson, Superintendent of Insurance, called: 


The Wrrness: Mr. Chairman, madam and gentlemen: bearing in mind 
what you have just said, sir, that some of the members of this committee were 
not present in 1938, it might be well for me very briefly to review the record of 
licensees under the Act since January 1st, 1940. The Act was passed in 1939 and 
came into force on January Ist, 1940. Prior to that there were three lenders 
incorporated by special Act of the Parliament of Canada, and those lenders are 
still in operation, forming a group designated by the Act as Small Loans Com- 
panies. That designation distinguishes those particular lenders from others meor- 
porated otherwise and designated as money-lenders, to three or four of them 
incorporated by letters patent under the Dominion Companies Act, most of 
them by letters patent under the various Provincial Acts, some of them operating 
as partnerships and some operating as individuals with trade names. Of the 
Small Loans Companies, two are Canadian branches of United States companies, 
and of that group of three one is dominant in point of loan balances, having 
about 80 per cent of the loan business of the group. The money-lenders licensed 
at the present time number fifty-one. The number, as indicated by Mr. Mayhew, 
was somewhat larger at one time; I think the number was as high as sixty-five 
in the early years of the operation of the Act. After the coming into force of 
the Act there were a number of lenders in the provincial field not very sure 
whether they wanted to become licensees or not, but in order to safeguard their 
position they obtained licences. Later on some of them discontinued their 
licences. Some were absorbed by other lenders and a few were liquidated, 
voluntarily I think in most cases. The growth of the volume of business has 
been indicated by Mr. Mayhew; roughly the increase has been in total some- 
what over 100 per cent. Taking the loan balances as an index of volume, the 
volume at the end of 1940 was just under $10,000,000 and at the end of 1945 
just over $20,000,000. I should have said that among the fifty money-lenders 
_ there is one predominant by reason of size. 

Mr. Fiemine: Would you mind giving us the names? 


The Witness: The names of the Small Loans Companies are: The House- 
hold Finance Corporation, a subsidiary of a company of the same name with 
head office in Chicago. That is the dominant company by reason of size. The 
other one is the Personal Finance Corporation which is a subsidiary of the 
Beneficial Industrial Loan Corporation of New Jersey. 


By Mr. Hazen: 


Q. Did you not say there were three companies?—A. The other one is 
purely Canadian, the Industrial Loan and Finance Corporation of Montreal. 
The dominant money-lender is the Campbell Finance Corporation. 


By Mr. Jackman: 


Q. In the money-lender group, you mean?—A. In the money-lender group, 
yes. I think its balances amount to about 50 per cent or more of the total for 
the group. 
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By Mr. MacNaught: 
Q. Where is its head office?—A. Its head office is in Toronto. It has until 
car been wholly Canadian owned, but its control has been acquired by a 
United States company just this year. 
Q. Do you know the name of the United States company?—-A. The United 
States company is the Seaboard Finance Company, a Delaware company 


- operating from Los Angeles. Mr. Jackman has referred to the question of 


whether the charge made by these lenders-is interest or something else or partly 
something else. That question was discussed very fully in the committee at 
the time and the definition of the term ‘‘cost of a loan” is “the whole of the 


| _ cost of the loan to the borrower whether the same is called interest or is claimed 


as discount, deduction from an advance, commisison, brokerage, chattel mortgage 
and recording fees, fines, penalties or charges for inquiries, defaults or renewals 
or otherwise, and whether paid to or charged by the lender or paid to or 
charged by any other person and whether fixed and determined by the loan 
contract itself, or in whole ov’ in part by any other collateral contract or document 


_ by which the charges, if any, imposed under the loan contract or the terms of 


the repayment of the loan are effectively varied.” That seems a lot of wording 
to express the cost, but much of that formula is there for the purpose of prevent- 


_ Ing evasion from charges by the use of collateral contracts or by the use of 


third parties acting as agents or otherwise for the lenders. After all there is 
not very much there—except the reference to the collateral contracts and other 
persons—that could not be read into any interest rate. It is interest and charges 
necessary to see that the loan is repaid and to enforce penalties if it is not repaid. 
That I think is a fair condensation of that definition. Whether that includes 
anything in the nature of service such as Mr. Jackman mentioned, I do not know. 
You may regard as service effectual steps to recover one’s money but perhaps 
the borrower does not regard that as a service. 


Mr. Jackman: Might I just say a word, Mr. Chairman? 
The CHarrMan: Yes. 


Mr. JAckMAN: There is not much use quibbling about words, whether it is 
a shocking rate of interest, namely 24 per cent that the department allows to 
be charged now, or whether it is a reasonable service charge. It is difficult, 
perhaps, to have an exact definition. , 


The WitngEss: Yes. 


Mr. JAcKMAN: Perhaps if we are given to understand later, when we examine 
some of these companies and find that the companies themselves borrow money 
from the banks—and that was adduced as one of the reasons why the rate should 
be reduced, because it cost 1 per cent or 14 per cent less to borrow from the 
banks now than it did in 1940—and that the interest charges are a very small 
component of the total operating expenses of the small loans companies, I think 
then we will realize that we should call the 24 per cent by what is the major 
constituent in the cost of doing business. Is it the cost of the lenders getting 
money—because after all, they are only handlers of money—or is the major 
constituent in their cost the servicing of it, not just collecting it? Suppose you 
have a $100 loan that the borrower is reducing the balance on. The average 
loan is $50. I do not think anyone in this room would be bothered with that 
type of business no matter what the rate was, because it is too much of a 
nuisance and the clerical staff is very great in connection with it. What I am 
suggesting is that in the cost of doing this business, as I am informed—and 
subsequent investigation will either bear me out or otherwise—the interest out 
element of the loan company, what they pay the banks for the money, because 
they have to get the money from them, is a very small percentage of the total 
and therefore I do not like the use of the words “interest charge of 24 per cent” 
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unless that is a wholly fair statement. I think it is better to call it a service ~ 
charge; and if we have reason to change our minds afterwards and find that — 


service is not the main: element, then we can revert to interest charge. But I 


do not want the committee to feel that interest is the only element, as I thought — 


it was when I was first. broached on this matter, and 24 per cent was enough 
to shock anyone’s conscience. But on the figures given to me it would seem 
that the amount really was relatively small. We shall find out the exact figures 
later. 

The Wrrness: I am inclined to agree with Mr. Jackman that the wide spread 


between the ordinary rate of interest that we are all familiar with and the rate _ 


of cost under this Act may be due to two factors. One is the short term of the 


contract. They are short term contracts and have to be looked after at intervals © 


of not more than 10 months, a year or 15 months. The other factor is the small 
size of the loan; the accounting and clerical services for a loan of $50 or $100 1s 
almost as great as for a loan of $1,000 or $10,000, so that there is a point in 
what Mr. Jackman has mentioned. That does inflate the cost of the loan. 


Mrs. Strum: Mr. Chairman, I should like to ask-a question at this point. 


I have not been on this committee before and I have had no experience with | 


small loans companies, although I am a member of a credit union which charges 
only one-half of that, 1 per cent. 

Mr. Jackman: A month? 

Mrs. Strum: One per cent per month. 

Mr. Jackman: Shocking! 

Mrs. Strum: And they make money. They expand on their earnings. In 
fact, they make quite considerable profits at 1 per cent. I should like to know 
whether the 2 per cent rate mentioned here covers all the costs of the loan or 
are other costs charged in addition to this by the small loans companies? } 

Mr. JACKMAN: Yes.” | 

The Wrrness: I think this rate of 2 per cent per month is intended to cover 
every charge that can be made to the borrower. 

By Mrs. Strum: 

Q. Does it in actual practice, or are there other things charged?—A. It is 
in actual practice, if the borrower lives up to his contract. If he defaults and 
has to be proceeded against there may be court charges, there may be lawyers’ 
fees authorized by the laws of the provinces. 


Mr. Jackman: I think Mrs. Strum wants to know whether or not the 


companies ever get more than 25 per cent out of it by collateral arrangement 

and you were careful to read that worded definition which prevented them from 
doing it. 

By Mrs. Strum: ; 

Q. Outside of court procedure, outside of litigation, in the ordinary method 

of collection does the borrower have to bear this 2 per cent interest which is 


supposed to cover those costs, or is he in addition charged other costs involving 
collection?—A. No, I should say not if the borrower lives up to his contract. | 


The 2 per cent per month includes everything the borrower has to pay. 


Q. I would like to know where we get the basis for these loan shark 


stories?—A. The loan sharks are the ones that charged up to 100 per cent per 
annum or more. Those are the ones we had before us in the committee of 
1988. 

Q. Are they bootleggers in the money-lending market? Are they unregis- 
tered and unlicensed?—A. I can only refer the committee to what I am told 


and that is that the operation of this Act has eliminated the bootlegger in the e 


loan field. 
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Mr. Jackman: Hear, hear. 
The Witness: That is, the type is now scarcely known in the centres in 


3 which previously he flourished. Now, I cannot prove that, but that is what I 
am told; the effect of the Act has been very good, perhaps more so than was 


expected, in eliminating these very high rates. 
_ Mr. JAckman: May I ask Mrs. Strum this question: do you know about 
what the average size of loan is in your credit union? 
Mrs. Strum: The loans vary all the way from a matter of $2 to several 
hundred dollars. | 
Mr. JAckMAN: For farmers carrying on operations, or personal needs? 
Mrs. Strum: Personal needs in case of an emergency. At La Flesche, 


- Saskatchewan, the credit union has built up large capital reserves and has made 


exceptions and given loans to people to pay off a mortgage, but ordinarily these 
are the personal type of loans for a holiday or an operation—a personal loan. 

The Witness: The credit unions were represented very completely in the 
1938 committee. We had representatives from the Antigonish co-operative and 
from Quebec which is the originator of the credit unions in Canada, and from 
other centres, but I confirm what Mrs. Strum has said: the rate is 1 per cent a 
month or 12 per cent per annum, and in some cases I think less. 


Mr. Beuzite: One per cent is the maximum. 
The Witness: Yes. 


The CuarmMan: I wonder if it would not be wise to permit Mr. Finlayson 
to carry on with his presentation. All of these angles will need to be fully 
discussed, but I suggest that later would be the time. 


The Witness: Perhaps I might touch on the changes in the rates that have 
been made voluntarily by the vendors since 1940. Up until 1943 practically all 
the vendors and small loans companies charged the maximum rate of 2 per cent. 
In October of 1943 small loans companies, and the largest of the money lenders, 
modified somewhat their rates in respect of the larger loans—$300 or over—the 
effect being to make the portion of such a loan above $3800 subject to a rate of 
1 per cent per month until the loan is reduced to $300; thereafter the reduced 
balance of $3800 was charged 2 per cent per month, and that element, the $300 
element, was subject to 2 per cent a month throughout the whole term of the 
contract, so that the effect of such a modification in any loan, even a loan for 
$500, was not very substantial. In January of 1945 the largest of these small 
loans companies, the Household Finance Company, reduced its rate to a straight 
14 per cent per month, and a short time later the other two small loans companies 
adopted the same rate, but limited to loans for $300 and over. That is, for a 
loan of $300 or over those other companies charged a straight 14 per cent per 
month. About the same time the Campbell Finance Company, the largest of 
the money lenders, reduced its rate to 13 per cent for all its loans; that is, I 
think, the situation to-day. , 

Now, the company which reduced its rate to 14 per cent for all its loans in 
1945 does not appear to have suffered. At the end of 1944 it had $9,700,000 of 
balances; in 1945 it had $11,250,000. The Campbell Finance, which reduced its 
rate about the same time, had balances at the end of 1944 of just under $3,000,000 
and at the end of 1945 of $3,800,000. 


Mr. JACKMAN: Was there any suggestion or even a hint from you or your 
department that those companies might reduce the monthly rate charged, or was 
it entirely voluntary on their part? 

The Wirness: I think it was voluntary. In 1939 we thought 2 per cent 
was a fairly high rate, and I had the feeling that with increased experience in 
lending that rate could be reduced; but so far as anything in the way of a 
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demand—even if we had the right to make such a demand—is concerned; there — 


has been nothing of the kind. I am inclined to think in these reductions there 


was a very healthful sign of the benefits of the competitive system, and. so_ 
far as I know the deductions have been without injury to any of the lenders that 
have put them into effect. We in the department, as administrators of the 
Small Loans Act, have had before us continually the extract from the report of 
the chairman of this committee in 1939 which was read or referred to by Mr. | 
Mayhew. In the committee there was a wide difference of opinion as to what 
the proper rate should be. The department on the basis of the experience 
before us at that time took the position that a 2 per cent rate was adequate for ~ 
an efficient lender. Some of the lenders wanted 24, some 24, and I think one 
was inclined to favour 3 per cent for a large portion of its loans. The decision 
of the committee was that 2 per cent should be fixed as the maximum in the 
report to parliament, and as indicated in the chairman’s report that was re- 
garded by the committee as an experimental rate to be varied later on as the 
experience of the lenders might dictate. . 


I suppose one could hardly look to the lenders themselves for a suggestion 
as to when a lower compulsory maximum rate should be fixed. We in the depart- 
ment have considered that it was our duty to follow as closely as we could 
their experience and draw it to the attention of parliament when the time seemed 
to have arrived for a reduction in the rate. We have little doubt that time has 
arrived. 

If I am not taking too long I might mention two or three points on which I 
think some reform can be made. The competitive system is a good system but 
it is liable to prove expensive. We have in the cost of advertising of most of these 
lenders an illustration of that element of cost. Before 1939 I think the average | 
cost of advertising was not far short of 10 per cent of gross revenue. At the | 
present time while some lenders exceed that I think the average for small loans 
companies has come down to 5 or 6 per cent and the money lenders to an average 
of 8 or 9 per cent. ‘ 


We are interested in other classes of companies such as ordinary loan com- 
panies making loans on mortgages. For those companies reporting to the depart- 
ment in a rceent year, 1944, the average cost of advretising is .4 of 1 per cent 
while the average cost of all lenders, small loan companies and money lenders, 
was 6.4 per cent. . 


By Mr. Jackman: 


Q. Of gross revenue?—A. Of gross revenue. | 

Q. It could not happen, Mr. Finlayson, I suppose, that the company which 
does the biggest business and quotes the lowest rate also has the highest per- 
centage of advertising cost?—-A. That was true at one time but I think there 
has been a reform. 


@. We are getting into a very broad economic subject there—A. I have 
two rates here, for instance—and I am not going to name the companies—one 
with an advertising rate in 1944 of 11-4 per cent of gross revenue, and another 
of 10-7 per cent of gross revenue. All are not in that class. I do not say that — 
all have an undue expense in advertising, but I do say that here is one point — 
at which expense can be reduced with benefit to the borrower. ~ 


Q. Mr. Finlayson, did you not just say a moment ago that the company 
which does the biggest volume and quotes the lowest price to the public also 
had at one time, anyway, the highest advertising ratio? Advertising may look 
like a useless expenditure but it happens in our system of mass production and 
mass handling that if you get a big enough volume it more than absorbs the 
advertising costs—A. I would not say that has been wholly true. There is no 
doubt that the effort was to secure a larger volume of business. , 
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ei? 2), And eet thei costs down. What business is it of this committee to 
_ determine how much should be spent by any particular company? I am asking 
_ the chairman this question. What concern is it of this committee as to how 
_ much of its gross revenue should be spent by any particular company? Surely 
people know their own business and not parliament. Would you care to answer 
that? Is that not outside our scope, telling people how to run their business and 
_ -how they can save money? 


The Cuarrman: Up to a point I would be inclined to agree with you, but I 
_ think it is the duty of the committee to examine the financial statements of the 
~ companies so that we will have an over-all picture. If as a class advertising 
- is not showing results and is not pulling down costs why then “it is useless. 


Mr. JAcKMAN: Under the competitive system we are talking about it would 
- soon be stopped. What about movie advertising? We would not have the 
_ industry without it. 


| The Wirness: There are other points at which I think savings can be 
effected, but acting on the suggestion of Mr. Jackman perhaps I should not 
mention them at the present time. 


Mr. JAcKMAN: Go ahead. 


The CuarrMAn: Is it the wish of the committee that Mr. Finlayson should 
make his presentation as he views it as superintendent of insurance? 


> Mr. Fiemine: Have Mr. Finlayson complete his statement and we will have 
it on the record. 


The Witness: There is one other point that has occurred to us, and I must 
make it clear we are not trying to run these companies. As I said, I feel it 
our duty to bring before the committee points for consideration, some of which 
the members of the committee may think have merit and others without merit. 
- There will be no hard feelings on our part if the latter proves to be true. 

I have mentioned the fact that some of the money lenders are operating 
as partnerships. Some of the incorporated companies are what you might call 
_ private companies owned by a very small group of individuals who have financed 
the lenders. We have found in some cases what appears to be a withdrawal of 
profits shown in their financial statements as salaries and directors’ fees, the 

result of that being that an undue outgo under that heading is shown by their 
statements. 
Without mentioning the companies or lenders I would take a eroup of ten 
money lenders—not, I think, including the dominant one—showing gross interest 
earned in 1944 of $133,000 and disbursements for salaries and directors’ fees 
of $61,250. 


By Mr. Jackman: 
Q. Is that executives’ salaries or clerical and executive?—A. Salaries. 
Q. All salaries?—A. And directors’ fees representing 46:1 per cent of the 
- gross interest earned. For all fifty lenders, that is the money lenders, salaries 
and directors’ fees amounted to 30-9 per ‘cent. of earnings. Comparing that 
again with other institutions with which we are familiar, we have the mortgage 
loan companies, we have salary and directors’ fees 12: 8 per cent of the gross 
income. Now there again there may be good reason. The lenders presumably 
know their business, but the spread between the two classes of institutions is so 
wide that it appeared tous that it was a point which might be brought to the 
attention of this committee. 


By Mr. Hazen: 


Q. Would not the interest return of the large mortgage companies necessarily 
_ be larger?—A. Some of them would, some would not. 


10 STANDING COMMITTEE 


Q. Could you make a proper comparison between the two? After all, they 
have a very much wider income with much fewer people they are loaning to. 
How could you make a comparison between the loan companies with large 
loans and these small lenders?—A. I haven’t our mortgage and loan report — 
here. I will produce it shortly. 


By Mr. Jackman: 

Q. I thought you said that the fifty lenders had an average combined cost 
of 30-9 per cent, and now you are speaking about a smaller group which has a 
higher rate. Is ‘there a difference in the rates charged? Do they all have to 
charge the same?—A. We are speaking now of that group of ten I mentioned 
with 46-1 per cent. 

The CHAIRMAN: Yes. 

The Witness: That is the average for ten lending companies. That is the 
average aggregate rate. I should say that they are all charging the same 
rates, the maximum of 2 per cent per month. 

Q. Would not that be a question for the revenue or iepariee rather than 
for this committee?—A. Well, it may be. 

Q. Internal administration after all is their own Ten The other 
point which may be affected, this would also affect the national revenue depart- 
ment, that is if the rates are lowered profits will be lowered and Sear. 
for taxes would be less. 

Q. Just getting back to the ten; are we to understand it varies, the average a 
for the fifty lenders is 30-9 per cent some will be in the higher brackets?— 
A. Yes. 

Q. What has that got to do with us? Where is the saving for the group, 


the overall savings that we are to embody in the law which we are to consider 


when we are fixing the rate? What has the 46-1 per cent for the ten to do with 
the average of 30:9 per cent? The fact that some have a higher-ratio than 
others is not our concern so much. The only thing we are interested in I suggest 
is the average rate of 30-9 per cent.—A. Very well, we will take the 30: -9 per 
cent. ‘That is good enough for my purposes. 

Q. I thought you were drawing the attention of tae committee particularly 
to those people who were so much higher?—A. That is the fact. | 

Q. You must have given it to us for some purpose, possibly to suggest 
that some people were making too much money. I think all we are concerned 
with is the average of 30-9, and you have stated that that was good enough 
for your purposes?—A. Yes. 


By Mrs. Strum: 

(). Is not the case in point that these salaries are ohavoen up against the 
cost of running the business, using that cost to justify a higher interest rate; i 
that the point?—A. Certainly. 

(. I say we are here to consider a reduction of the interest rate. Is it not 
a case in point that it is a dishonest man who charges more than is right?— 
A. I would not state it that way. 

Q. Perhaps not dishonest, perhaps it is legal; but not a proper charge.— 
A. I think these lenders are quite honest and straightforward. That has been 
our experience. ‘These figures that I have given reflect the actual facts. 

Q. What I meant was, it is an overcharge —A. It is certainly a higher charge 
than other lenders in other fields find it necessary to make. Now, on the question 
of taxation, some of the companies have been paying very large amounts of 
taxes on very large profits. I realize that if profits are reduced taxes will be 


reduced, and speaking from the standpoint of the government, I think no one | ¥ 


in the government will worry if we lose taxes by reducing rates below 2 per 
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_ cent paid by needy borrowers who have to put up 2. per cent a month now for 
_ their accommodation. Even if profits were reduced to where taxes almost 


disappeared I do not think anyone in the revenue department or elsewhere would 
have very much worry. 

Now, I have taken too long, Mr. Chairman, on this statement. I have 
overstepped your mark. I am merely touching on some points I realize that 
we will be called upon to give more detailed figures. I can only state our 
general conclusion, and that is where you look at the financial statement you 
see that at the present time there is a very large margin of revenue over 
expenditure. JI have mentioned the points that seemed to indicate where 
expenditures could be reduced without injury to anyone, and how a reduction 
of rates to 1:5 per cent per month can be amply Justified. 


Mr. Fuemine: May I ask one or two questions at this point? 
The CHAIRMAN: Yes. 


By Mr, Fleming: 


Q. In the first place, Mr. Finlayson, you have given us figures on the 
volume of business done by the Small Loans Companies. Have-you any figures 
on their profits?—A. Yes. Perhaps I had better give you the 1944 figures, as 
they are more reliable. 

~ Q. The 1945 figures are not available yet?—A. Yes, we have them but they 
are not yet verified, the accounts have not all been examined, and I would like 
for our present purposes to use the 1944 figures. Later on I shall, of course, 
produce the 1945 figures. 


By Mr. Hazen: 


Q. What report have you there?—-A. This is the annual report which the 
Department of Insurance is required to submit to the Minister of Finance 
annually, and which is laid before the House. 

Q. What is it called?—A. It is the report of Small Loan Companies and 
Moneylenders. The latest in print is the one of 1944. I think we have prepared 
the figures for 1945. Taking first the Small! Loans Companies for 1944—I should 
explain here that money lenders have loans not classed as small loans, that 
‘term meaning loans of $500 or less. Many lenders make loans in excess of $500. 

@. Have they the right to do that under the Act?—-A. There is no prohibi- 
tion and they have the right under their charters and they exercise those 
rights. However, we have tried all through our reports to segregate the figures 
into the two branches, one being the small loans and the other the other class 
of loans. Mr. Fleming has asked for the net profit for these three companies. 
In 1944 the net profit, that is the total revenue over the total expenditures, 
was as follows. Perhaps I had better give you the figures. It does not mean 
very much without them. I am dealing now with small loans and small loans 
only. The income earned on small loans for all three companies was $2,439,000 
in round figures. The other items of income were negligible. The total expendi- 
tures, on small loans again, were $1,815,000; and the net profit on small loans— 
that is income earned over expenditure—was $645,670. I see that I have the 
totals for 1945 inked in there for comparison. 


By Mr. Fleming: f 

Q. Could I have that profit there as a rate of return on capital, the rate 
of earnings on capital, as well as the figures?—-A. I am giving you just what it 
is stated to be, the excess of income earned over the expenditure. I will give 
you the headings— 

Q. No, that is not what I want. 

The CHARMAN: The question was relating it to the capital. 
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Mr, Fiemina: Relating the figures Mr. Finlayson has given to the eapital > 
invested, so that we may have some conception of the rate of paraies on 


capital. 


Mr. Hazen: The money that is earned on the capital invested suo year. 


By Mr. Jackman: 

Q. This net profit would be before taxes, of course?—A. No, that. includes 

taxes as a disbursement. : 
The CHatRMAN: That is after taxes. 


By Mr. Jackman: 

Q. It includes income taxes?—A. Yes. They are deducted as an expendi- 
ture. As to the capital item, the three companies have borrowed money,. which 
is one source of capital, $4, 800 000; the capital stock authorized is $6,500,000; 
subscribed and paid, $3,805,000. 


Q. What about reserves, earned reserves ploughed back?—-A. Total reserves 


for bad debts, small loans— 
Q. No, capital reserve, ploughed back; earnings over the year. What I 
want to find out is how much money have the proprietors in this concern and 


to express that or relate it to the $645,000 net profit, so we can get an average . 


return. I think you know what we want.——A. You would expect that probably 


in an institution with liabilities to the public, but these have none; it is not their — | 


practice to carry what is ordinarily termed a general reserve. The Da is 
carried as a balance of profit and loss. 

Q. How much is that?—A. The total for the three companies at the 
end of 1944, $2,905,000 and at the end of 1945, $3,970,000. 

Q. What I want to get at 1s how much proprietor’ S capital j is in the business; 
it is $3,805,000 as of a given date and $2,905,000 profit and loss which is their 
money. That is the amount of capital. There is no other surplus account.— 
A. The only reserve they have is reserve for bad debts which is $578,000. 

@. We will assume that is a real contingency.—A. Well, in some cases 
that may be needed; in others it may be a ee provision for losses in the 
future. 

Mr. Fuemine: Mr. Chairman, I had assumed, apparently wrongly, that 
“the statement which Mr. Finlayson has before him would show in one of its 
columns the rate of return earned on capital. 


The CuatrmMan: It is now a quarter to 6, gentlemen— 


Mr. Fiemine: If it is not broken down in that way, it may be that we are 


going to spend a good deal of time in getting iG 
The Witness: Oh, no. 


Mr. Fiemine: If we have got to have the figures written into the cae z 


from the whole statement it would perhaps be simpler, if the answer to my 
question is not available at once, to circulate copies of that statement that 
Mr. Finlayson is reading and also provide the committee with the 1945 figures 
which have not been finally certified yet. 


The Witness: Yes. 


Mr. Fiemine: If it has got to be a matter of calculation now, I e not. 
‘know that we should take the time at the moment to do it, 


The CHarrman: I think the suggestion is a helpful one. It is a quarter — 


to 6 now and I will endeavour to obtain copies of this report for all menibers 
of the committee and see that you get them through the mail. 


Mr. Prvarp: Postpone it and resume the questioning after we have got is 
information. 
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PT he Ge aeucaw: I have a very distinct recollection from the evidence taken 
before the committee in 1938, Mr. Finlayson, that some of these parent com- 
_ panies did not charge interest on the money loaned and all of these factors 
must be taken into consideration when computing the actual profit returned on 
the employed capital. The employed capital that is borrowed on a borrower 
basis and interest paid for it is not employed capital for the purpose of 
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4 figuring a profit. But if it is borrowed without interest, I should suggest it is 
a employed capital. 

; Mr. Friemine: If you are having that mpterthd prepared, Mr. Chairman, 
_ would you also circulate among the members of the committee copies of the 
_ report of the chairman of this committee in 1938 which has been referred to? 
The CHAIRMAN: Yes. I will endeavour to have mimeographed copies 
made. It is not too long to be mimeographed. The copies are not available, 


but I will endeavour to make them available to the committee. 


| Mr. Hazen: Will the figures show the losses that have been sustained by | 
these companies over the years? Have we the figures available? 


The Witness: Yes. We have some figures on that point. 


The CHarrMAN: As to the time of our meeting, the other bill has been 
referred to this committee. Is it the wish of the committee that we should 
spend one more meeting on small loans before we swing over to the Foreign 
_ Exchange Control bill? 


Mr. JACKMAN: Let us leave it unless we can finish it. 


Mr. Mayuerw: I more or less gave an undertaking to one of the members 
of the committee taking an interest in the budget speech and preparing for it, 
that the bill on foreign exchange would not be dealt with until Monday next. 
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4 The CuHarrmMAN: Would Thursday afternoon be satisfactory to the members 
_ for a meeting of the committee? There are so many other committees meeting 
- that the morning appears to be impossible. 


> Mr. JACKMAN: Will the budget not be resumed then? The budget may be 
resumed on Thursday. 


Mr. Fitemine: The Radio Committee is having a long session that day. I ° 
wonder if we could meet at 2 o’clock or 1.30? 


The CuHarRMAN: How would it be to adjourn now to meet at the call of 
the chair and the agenda committee will decide when we shall meet. Is that 
satisfactory? 

Some Hon. Mrmpmrs: Agreed. 

The CHatRMAN: As to the agenda committee, the motion directed the 
chairman to name the agenda committee. I find that members are working 
under very heavy pressure and many of them are busy in other committees. I 
am going to suggest these names and if any members will be unable to act on 
the agenda committee, I wish they would please indicate that fact soon. The 
names are as follows: Mr. Rinfret and Mr. Moore, Mr. Fraser and Mr. 

’ Fleming, Mr. Blackmore and Mr. Irvine. 


Mr. JACKMAN: Good. Carried. 


~The Committee adjourned at 5.50 p.m. to meet again at the call of the 
chair. 
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MINUTES OF EVIDENCE 


Houser or Commons, 
July 4, 1946 
The Standing Committee on Banking and Commerce met this day at 
4 o’clock p.m. The Chairman, Mr. H. Cleaver, presided. 

The Cuarrman: We have a quorum and while I would prefer not to go on in 
the absence of Mr. Finlayson, who has been delayed for a few minutes, there is 
one little routine matter we could perhaps deal with to save the time of the 
committee. Our agenda committee met and has a brief report to make. I will 
ask the clerk to read it. 


(The clerk read the report of the agenda committee as follows:) 

“Your Agenda Committee met on Wednesday, July 3, and now begs leave 
to present its first report. 

With respect to Bill 140, An Act to amend the Small Loans Act, 1939, your 
committee recommends as follows: a 


1. That Mr. Louis Blake Duff, President of the Association of Canadian 
Small Loan Companies, be heard at this day’s sitting. 


2. That arrangements be made to call key witnesses representing 
(a) Small loan companies 
(6) Money lenders 
(c) Credit unions 
(d) Chartered banks. 


It is further recommended that following this day’s sitting, consideration 
of the said Bill 140 be suspended until the committee has dispored of the 


Foreign Exchange Control Bill. 
All of which is respectfully submitted. 


HUGHES CLEAVER 
Chairman. 


The CHarrman: What is your pleasure in regard to the report of the agenda 
committee? 


Some Hon. Members: Agreed. 


The CuatrmMaAn: Then there are two or three little matters arising out of 
this report that we could perhaps discuss while we are waiting. The agenda com- 
mittee felt that in order to keep this enquiry within bounds, if possible, we 
should arrange to have simply one spokesman or a pair of spokesmen for each of 
the four groups who are now carrying on this type of business in Canada. It 
was suggested, just running them over one at a time, that perhaps the small loan 
companies would be willing to agree among themselves as to the witnesses who 
should make the presentation and present to the committee w hatever material 
the small loans companies wish to give to the committee, and the same thing in 
regard to the moneylenders. As to the credit unions, Mrs. Strum raised that 
point. She is not here at. the moment. Has any member of the committee any 
suggestion as to who should be called as a witness to present the picture in regard 
to the operation of the credit unions in this field? 

Mr. JACKMAN: Are the credit unions going to be affected by the suggested 
change in the Act? 
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The CHAIRMAN: No, I think not. But the agenda committee felt that as the 
proposed amendment is an amendment rather drastic in its character, the com- 
mittee should briefly review the entire picture so far as all the lenders. in the 
field are concerned. 


Mr. Jackman: If we are not going to pass legislation which affects the 
credit unions, what is the use of our wasting our time when we have so much else 
to do, with covering the general theory of how a credit union operates? We cannot 
stimulate their field of activities. They are quite content the way they: are 
operating. If they have merit to them, as I presume they have, they will just 
naturally grow. I am not in the least inquisitive at. the moment or at this season 
of the year in learning more about credit unions or mortgage banks or anything 
else. What I am interested in more than anything else is whether or not the rate 
of interest on these small loans should: be reduced from what it is. ° 


Mr. Irvine: Would you not be interested if the credit unions can do this 
for 14 per cent where the others charge 2 per cent? 


Mr. Jackman: If you are talking about the rate of interest of 1 per cent 
a month instead of one and one-half, that is another question. What are you 
going to do about the credit unions? Have they asked to come here? 


_ Mr. Lesace: We would want them as a matter of comparison. 


Mr. Braperre: Yes. There would be no useful purpose except for the | 
matter of comparison, so far as understanding the credit union is concerned. 


Mr. Irvine: One of the difficulties is that we cannot call the people who 
borrow from these companies. We can only hear those who lend. We have got 
to get some way of comparing one side of the business with another, so far as I 
can see. I do not know how otherwise we can arrive at any fair decision. 


Mr. JAcKMAN: The point at issue seems to me to be whether or not we are 
to pass legislation reducing the rate from 2 per cent to 14 per cent per month, 
and I cannot see why the credit unions—inasmuch as I understood Mrs. Strum 
the other day to say they charged only 1 per cent per month—should be called 
at all. It does not seem to me to be part of the question. 

The CHarrMAN: Our difficulty, Mr. Jackman, is this. I fancy you will find 
this committee in its viewpoint quite similar to the committee of 1938. On that 
committee there were some members who felt that 1 per cent per month was quite 
high enough. I fancy you will find some members of this committee who feel 
that way to-day and who will want that angle canvassed. Then, you will find 
others who think the other extreme. They think the present rate is the correct 
rate and should not be amended as the bill proposes. You will find a third group 
who think that the proposed bill reducing the rate to 14 per cent is the correct 
amount. It would be my hope that after studying the whole problem, after 
treating all groups fairly and giving them an opportunity of full hearing, 
the committee would reach a resonably unanimous decision; but our only hope 
of doing that would be after hearing evidence from all three groups. It will 
take some time, but I rather think that is inevitable. 


Mr. JAcKMAN: Why not call the chartered banks, because I find that I can ~ 
get a personal loan from them for 1 per cent a month. 


The CHatrMAN: That comes under the next heading. The agenda committee 
recommends that as well. 


Mr. Brapetre: Before you leave that, Mr. Chairman, may I ask if Se 
credit unions made any move asking to present a brief here? 
The CHarrMAN: No. 


Mr. Brapetre: Have the loan companies made any move to be represented. 
here? 


The CHAIRMAN: _Yes. 
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> Mi Braperre: That is the one difference there is between the groups. 

| - The Cuarrman: Yes. 

Mr. JACKMAN: What are the terms of our reference? Are you sure that 

2 an investigation of the whole theory of personal banking comes into it? 
The CHAIRMAN: No. 

4 Mr. Jackman: Or have we one particular thing to do? 


4 The CHatRMAN: The reference is simply to consider Bill 140 and Bill 140 
‘in effect reduces the interest rate on small loans from 2 per cent to 14 per ae 
F per month. 
4 Mr. JAckMAN: I think we are going very far afield. I do not know who 
was on the steering committee, but it seems to me that we should confine 
; ourselves to whether or not the interest on small loans should be reduced from 
2 per cent to 14 per cent. That is the job that has been assigned to this 
committee. - 
: ’ The Cuatrman: The committee has adopted the report of the agenda 
committee and this report recommends that arrangements be made to call in 
witnesses representing those four groups. Having adopted the report, my 
question was whether any member of the committee had any suggestion to 
_ make as to who would be a suitable witness or witnesses to call representing 
the credit unions. 

Mr. Lusacm: Mr. Chairman, would it be in order to call a senator, because 

Senator Vaillancourt is one who in the province of Quebec knows most about 
the Caisses Populaires, which are credit unions. However, he is a senator. - 

Mr. Hazen: Is there any government official we could call? Do the credit 
unions have to make any returns to the government? We want to know how the 

- eredit unions operate, what interest they pay, what their profits and losses are. 
If we could get that in a concise form from somebody, I think that is the 
information we want. 

Mr. Lesage: That return is made to the provincial government. 

Mr. DecHene: They operate mostly under provincial charter. 

Mr. Lesage: They do not make any report to the dominion. 

The Cuatrman: Members of the committee can keep that question in mind 
and any who have any suggestions on that point please send them to the clerk 
of the committee. 

As to the chartered banks, the agenda committee had in mind that we 

~ will ask the Bankers’ Association to send one witness to make a report as to 
the volume of business which the banks are now doing in this field and as to the 
rates which they are charging. If there are no other matters arising out of 
the agenda committee’s report, is it the wish of the committtee now to hear 
Mr. Duff? I do not think we should wait any longer for Mr. Finlayson. 

~Mr. Isnor: Before you call on Mr. Duff may I ask you a question? Has 
the Small Loans Association, as represented by Mr. Duff, made application to 
you that Mr. Duff be heard? 


The CHARMAN: They wired asking for that. 
Mr. Isnor: Has any other organization made any request? 


The Cuarrman: No, except the Toronto Board of Trade. The Toronto Board 
of Trade wrote a letter to the Minister of Finance. I read that letter to the 
agenda committee. If it is the wish of the committee, as it is not a long letter, 
I will read it now to you. 

| Mr. Isnor: My purpose in asking that question was this. In my opinion 
_ we should not go out and seek those whom we wish to hear. I feel that through 
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publicity of the purpose of this bill, af it is of interest to the lending organizations, 
the credit unions or anyone else, they naturally will make application to this 
committee to be heard. 


The CuHatrMan: I think that is quite true, and that is the point. But the 
difficulty is that this bill has reached the Banking and Commerce Committee at 
such a late stage in the session that we do not want to be put in the position of 
having folk who are already in the field coming to us, when we should have our 
bill reported, and asking to be heard. The letter which the minister received 
from the Board of Trade of the city of Toronto is a short one, and I will read it. 
It is dated June 29, 1946 and reads as follows:— 


House of Commons Bill 140 
An Act to amend the Small Loans Act, 1939 


Dear Mr. Iusury: Members of this Board engaged in the small loans’ 
field are greatly interested in House of Commons Bill No. 140 amending 
the Small Loans Act, 1939. As might be expected, they are apprehensive 
concerning the effect on the business of many of them of the proposed 
reduction of the monthly interest rate from 2 per cent to 14 per cent. In 
this connection they have arranged for chartered accountants to make 
certain investigations among the operators with a view to revealing costs 
of operation with relation to the adequacy of an interest rate of 15 per 
cent per month. 

At the moment this Board does not know whether it will have any 
recommendations to make concerning Bill No. 140. However, it is under- 
stood that in any event members engaged in small loans’ operations plan 
to make certain representations direct. 

For this reason the Board would appreciate greatly receiving advice 
as to when Bill No. 140 is in committee stage and representations can 
be received. Information on these points will be passed on to interested 
members. If it should be that the Board of Trade itself wishes to submit 
representations, necessary arrangements for an appointment will be made. 

That letter was promply answered advising them that the bill is already under 
consideration. Is it the will of the committee that we hear Mr. Duff now? — 
Some Hon. Memspers: Agreed. 


Mr. Louis Blake Duff, President, Association of Canadian Small Loan 
Companies, called. 


The Witness: Mr. Chairman and members of the committee, I wish to 
thank you on behalf of the industry which I represent for your kindness and 
courtesy in allowing us to give to you what we feel to be the case against the 
proposal in Bill 140. 


Mr. Irvine: Before the speaker goes on, may I ask if he has been sworn? 
The CuarrMan: No. It is not our practice to swear anyone. 

Mr. Irvine: We just curse him, then. All right. 

The Witness: I will take the oath, Mr. Cleaver, if that is your wish. 
The CHarrRMAN: It is not our practice. 


The Witness: I am glad to have Mr. Finlayson here. We may now go 
ahead. Two or two and a half years ago an association was formed of the small 
loan companies in Canada. We have a membership of about 40 and we represent ~ 
about 95 per cent of all the business done in small loans in the country. I was 
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asked by that association, of which I am president, to present a statement to 
your committee for your consideration. Naturally it is going to be a selfish 


: statement, representing self-interest in the matter. Mr. Finlayson has presented 


the bill to you purely from the viewpoint of public interest, which is the highest 


interest after all; and with that, of course, we have no complaint. I am going 


to give you some facts about the thing, and I am going to give you some opinions 
on it too, if I may; you will put what valuation on them you think they are 
worthy of. The members of this committee who have been through the mill 
eight years ago know a great deal about the small loans business. It is a highly 
technical subject, as you gentlemen know, and you have a great advantage over 
others who are coming fresh to a very great subject. That investigation ran 
over months in 1938, culminating in 1939 in the bill which we have representing 
the first Dominion Act to deal with this very important matter. It affects the 
fortunes of literally thousands of people and it affects the businesses of some 
60 or 70 concerns in our country. The government in preparing for this bill 
brought to Ottawa what they thought was the very best advice obtainable on 


earth, not advice for the companies or the loaning of money, but advice in the 


public interest. They brought two men in particular and to their reputations I 
should like to draw your attention. One was Leon Henderson, an internationally 
noted economist. He was for 8 years in charge of that work in the Russell Sage 
Foundation, mark you, working in the public interest, not in the interest of the 
lending of money. The other was Mr. Bunce, who occupied in the state of Iowa 
the same position as Mr. Finlayson does here. He had at that time a considerable 
experience of the Act in that state. There was the situation out of which the 
Act was born. I do not say that the committee or the government, followed the 
advice of these men. They departed from it very radically. The whole tenor 
of the evidence was that the minimum rate should be 24 per cent. Their own 
experts, their own witnesses told them that. In the face of that, they made it 
2 per cent and this was qualified by Mr. Moore and others who were on that 
committee as an experiment; not an experiment with a ceiling but an experiment 
with a floor. The question in the minds of all men then was as to whether the 
companies could operate at 2 per cent. It was an experiment. Would it have 
to be 24 per cent or would it have to be raised to 24 per cent. That was the 
experiment. It was not an experiment whether they could go on at 2 and later 
be reduced to 12 or 14. That was the origin of the Act that we are all going to 
study and I am studying with you on this as far as I may. If anything I say 
is questionable or unclear in the way I state it, I shall be glad to hear from you 
and we will go on down from it as best we can. 

The purpose of the Act in the first place was to protect the borrower. That 
was the whole thing, to protect the borrower—and it was a thing very much in 
need of being done—to protect him against exploitation and abuse, to protect 
him from the unethical, the illegal practices and to protect him above all from 
the loan sharks; and this country was filled with them. That is a positive fact. 
The great fruit of the Act as it was adopted was to take a tremendous illegality 
and chaos really and make it into regulation and order. I am saying, Mr. 
Chairman, to this committee that the Act itself has achieved 100 per cent of 
its purpose. The borrower has been protected. The wild lender has been re- 
moved from the face of the earth and I will give you a little evidence on that, 
too, if you require it, before I go on. The other purpose was to give a govern- 
ment-supervised source for small sum cash borrowing at rates that were high 
enough to ensure an adequate supply of legitimate capital, so that sufficient 
capital could be secured to meet the needs of the borrowers in all brackets of 
loan size, and to give a loan service low enough as to be ethical and within the 
means of the borrower. Those are the things that were done. I promised vou 
a moment ago that I would give you something as to the working out of that 
Act. We have a letter here from the Better Business Bureau of Toronto. It 
supplements what Mr. Finlayson told you two days ago, I believe, that his 
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information was-that the loan shark had been removed. Here is an organization 
that can tell you at first hand about that. This is a letter from the Toronto 
Better Business Bureau Inc. dated June 11, 1946, addressed to the secretary of 
our association and reads as follows:— 


As you are aware, prior to the passing of the above Act by the govern- 
ment, this office was inundated with complaints regarding loan sharks, 
and for this reason this organization organized and operated an anti- 
usury department through which we obtained thousands of complaints from 
the public who had paid exorbitant rates of interest on small loans. 


Following the passing of this Act by the dominion parliament, complaints — 


from the public regarding charges made by small loans companies practic- 
ally ceased, and the few that we did receive were from individuals who 
had not understood what the charges which they paid covered. 

It is the opinion of the undersigned that this is one of the finest 
pieces of legislation that has ever been passed by the dominion govern- 
ment to curb unfair and unethical practices, and it has meant the saving 
of many hundreds of thousands of dollars to the Canadian public. 

That is high testimony and I quite agree with it. And this second letter is from 
the Better Business Bureau of Montreal, dated June 13, 1946, to Mr. Cannon, 
secretary of our association :— 


Dear sirs: Re: Small Loans Act (1989) 
With reference to your letter of June 8th, we have not received any 
criticism of rates charges by the companies licensed under the Small Loans 
Act or of their operation. 
We have noticed that: they have reduced their interest charges on 
certain classes of loans and understand that this has been done voluntarily. 
We are of the opinion that the companies licensed under this Act render a 
desirable service in the localities they serve. 
Therefore I think the original Banking Committee and the House of 1939 can 
take credit to themselves for having done a great thing in the interests of the 
people. May I say, personally, Mr. Chairman, to this committee that as an 
operator myself for 20 years I welcome the Act with open arms because it did 
bring, as I say, regularity where we were in a world of chaos; and I want this 


committee to remember that the small loans operators themselves were in the = 


very forefront in helping to frame this Act and get it on the books, and in the 

forefront in their loyal support of it, to see that the people got the benefit of it 
and they passed it on to them. 

The commercial small-loan field is now served by three dominion chartered 

small-loan companies and fifty licensed money lenders, all licensed and operating 

under supervision of the Dominion Superintendent of Insurance and limited in 

their methods of operation and charges by the terms of the Act. 

I am going to say here that this is something more than a proposal to cut 
the rate from 2 per cent to 1 per cent or 14 per cent. Since I came in I heard 
that charge referred to as an interest charge. I do not like to hear that; it is 
not true; it is not an interest charge; it is an all-embracing charge and includes 
every charge there is, and interest is only a small part in it, and it should never 
be referred: to as an interest charge, because it is not that. 

An analysis of our experience in the past will be presented to you in ina 
studies which we have in preparation. One is complete and the other, for a 
reason why I shall explain, is not complete. We intended to make an analysis 
of what this rate would mean on the business done in 1944; that is complete, 
we have it here. Then we were going to give you another study on what this 
would do to the business of 1945. In the preparation of that study by a chartered 
accountant we had to go to the various companies to get their records for 1945, 
and we got the thing finished and Mr. Finlayson very kindly had available the 
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5 full report for all the companies for 1945 and gave us a brief of it which caused 
- the other to go into the discard at once. But I will proceed—and I want a 


careful note made of this—you are dealing with something more than cutting a 


pate from 2 per cent to 14 per cent. The adoption of that rate is going to close 
_ the doors of over half the companies operating in Canada to-day, and I prophesy 
_ this—the first is not a prophecy—this is a prophecy—I prophesy this, at the end 


of the year you will have four companies operating in Canada and at the most 
not more than eight. So you have a serious responsibility in regard to those 


_ fellow citizens of yours who are in the industry. I shall give you some figures in 


that regard later if I may. 

Now, so much for the studies that I spoke of. We have in preparation for 
a later session an analysis of the economics of the situation. We would like 
to have an opportunity, if that is agreable to you, of presenting it to you for your 
information. It is for you to determine whether it is preferable to have (a) half 


a hundred companies operating in competition within a ceiling established by 


law, such competition resulting in service to the vast majority of borrowers at 
rates well under the ceilings; or (b) to have only two or three large companies 
who might survive at a ceiling rate one-fourth lower than in (a) and be a vertual 
monopoly. I can tell because it is heading straight that way. 

The rate reduction from 2 per cent to 14 per cent is a cut of 25 per cent. 
If the licensed lender is to maintain his income he can do so only by increasing 
his volume of business by one-third, and by holding his costs of doing business 
where they are now. But he cannot hold those costs where they are now, and he 
may find considerable difficulty in increasing his volume by one-third. 


1. The cost of doing business will increase pro rata on the basis of the 
number of loans made. 

2. The same is true of the cost of investigation and of collection. Even the 
telephone bill will take a jump. 

3. The number of employees required for a given number of accounts is 
fairly constant throughout the industry. One-third more accounts will take 
one-third more employees. 

And here is a point that every active operator of long experience can tell 
you, that cost does not relate directly to the dollar volume of business done; it 
relates to the number of accounts that are carried. The reason for that is that 
it calls for just the same bookkeeping, the same investigation, the same everything 
to make a dozen entries on a $50 loan as it does to make a dozen entries on a 
$500 loan. | 

The additional costs involved in handling the increased volume of one-third 
requires still more volume if they are to be met and the spiral goes on up and 
up and may require double the original volume to make a net return equal to 
the 1945 return at 2 per cent. 


Mrs. Strum: Mr. Chairman, have we agreed on the matter of time? How 
much time are we going to give to each of the cases presented to this committee? 
I think it would be very unfortunate if we gave all the time to the first speaker 
or two and found that our time had elapsed. 

The CuarrmMan: I am in the hands of the committee. I want to say as an 
individual member of the committee that I think the subject is of sufficient 
importance that ample time should be allowed to all groups. I will promise you 
this, that at the conclusion of to-day’s sitting we will have a discussion in that 


_regard. I would suggest, however, that we could get a better presentation if 


the witness is allowed to make his presentation without interruptions or inquiry. 
_ Mrs. Strum: All I wanted to know was how much time this committee is 
going to devote to this bill? 
The CHarRMAN: Whatever time is necessary. 
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Mrs. Strum: There will.be ample time, then? 
The CHAIRMAN: Yes. 


The Wirness: I was in hopes of having some little opportunity of talking 
more freely in Ottawa than at home. 


Bill 140, as it stands, has a rate equal to that of the lowest quoted rate in 
the Canadian small-loan field. In part only. It is in one respect lower; that is 
in the bracket over fifteen months, lower than the lowest rate we have in Canada 
to-day. Is it the aim that the operator referred to, with the aid of the government 
—of this committee in fact—is to sound the note for all the licensees in Canada? 
If that is the aim then the government should pass hundreds of bills fixing selling 
prices on a country-wide scale at the lowest prices quoted by the largest operator 
in the various lines. Every corner grocery must meet the price of A & P in soap 
sales, every druggist meet Woolworths in tooth paste, every tailor must quote 
the Tip Top price. In that happy era we will all buy Buicks at Ford prices. 

Is it the aim to make big business bigger and the small business smaller 
or to eliminate the small business altogether? I will come back to that if I may. 

Now, then, as to what happens, I am able, madame and gentlemen, to 
give you ‘abundant evidence from experience as to what will happen in Canada 
if we have this bill. Fortunately, there is lots of experience. In the State of 
Virginia where the rate was cut from 34 to 24 per cent the number of licensees 
promptly dropped: fromm 99 to 69. In Alabama, Arkansas and the District of 
Columbia, where the rates were set at 2 per cent, = per cent and 1 per cent 
respectively, there have been no licensees whatever since 1930. The whole 
business is illegal. It is done, but it is illegal. It is done by other means. 

Two states, however, give a picture closely parallel to our own. In the 
middle thirties Georgia and Tennessee adopted reductions in rates each from 34 
per cent to 24 per cent. 

In Georgia the number of licensees has dropped from 54 to 5, in Tennessee 
from 53 to 7: 


Mr. Chairman is there any doubt as to what is going to happen here? I 
think the committee might consider it advisable to cut the rate anyway and let 
the chips fall where they will, but that is a serious step to take. 

There is no reason whatever that you should look for anything but a similar 
result in Canada on the dropping of the rate from 2 per cent to 14 per cent. 


Whatever may be the real aim the actual effect will be monopoly. Bill 140 | 


will force virtually all of the small loan business into about three channels, three 
chains. That is not what this country is headed for, or is it? That is the question 
to be asked. 

Not everyone wants to patronize a bank nor a large loan company. Many 
prefer a neighbourhood service where they know the manager, the president and 
the company. 

Now, I want to take a moment to deal with long-term rates that are 
mentioned in your bill. The rate is reduced from 2 per cent to 14 per cent, 
but if the loan is contracted to run for a period of longer than fifteen months 
the rate is to be: for eighteen months 1-5/12 per cent; for twenty months 1-2 per 
cent, and for twenty-four months 1-5/16 per cent. 

Not one borrower in one hundred thousand will be able to check the charges 
on his account. How many lenders will be able to compute the loan charges 
on a two-year contract when the payment is $11.72 a month and the borrower 
has allowed thirty-seven days to elapse between payments? How many mem- 
bers of this committee would care to make these computations as a daily task? 

You understand, of course, that every time a payment is made on a contract 
the interest 1s computed to that day. Remove from the man all the payments 
and the balance credited to the principal, ten months, ten times, eighteen months, 
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% eighteen times; with those odd figures that is quite a task. This is an exceedingly 
expensive procedure even with a simple rate. When fractions such as 5/13ths 


and 5/16ths are introduced and you use half a dozen different rates, it becomes a 
serious problem. 


Should a contract for twenty-four months be at a higher rate than a contract 


for twelve months? It is true the cost of writing up the business and investiga- 
‘tion is to be absorbed in twenty-four payments peter of twelve, and so is 


less per payment, but that is offset by the fact that the collection and recording 
cost is doubled. The one washes out the other. 


There is another factor. The risk in a twenty-four month loan is just double 
that in the case of a twelve-month loan. If anyone wants any information on 
that I shall be glad to give it. 

Our business is to frequently meet family emergencies and bring solutions 
to cases of personal distress. I think, Mr. Chairman, that the small loan 
business brings more happiness to Canadian homes than any other business we 
have. It solves more pressing problems and it does it in a kindly and sympathetic 
way. It gives help where the help is needed and it gives help that cannot be got 
anywhere else on earth, which is important. It is easy to be seen that it is 
sounder credit practice and certainly a concession to the borrower to spread 
the loan over two years instead of one. A man needs $100. You say to him, 
“Pay it in eighteen months,” and if you cut that to nine months you have made 
a difficulty for him. He could handle it in eighteen months easily but to do it in 
ten months might be difficult. One has to consider all these points. The monthly 
instalments necessary to pay off the one year loan may be so high as to be 
beyond the capacity of the borrower to pay, or so high as to make payment 
irksome or difficult. Such loans are to relieve distress, not to make new distresses. 
The type of credit that requires the longer term brings to the lender a greater risk. 
His balance unpaid declines more slowly, so the lenders exposure extends longer. 
The longer period, moreover, may involve changes outside the sphere of the 
borrower, tides that he can do nothing to sweep back. 

Why do you ask the lender to take a lower rate on the longer term loans? 

I would like you to ask yourself these questions. 

Now, there is another feature of this matter that I should like to have the 
privilege of drawing to your attention. I think it is important, exceedingly 
important. It is not necessary that we in Canada should cut our cloth to 
the pattern of the United States, but it is well to remember that our neighbour 
has had a much longer experience with small loan legislation than we have had. 
Great chunks of their legislation was lifted bodily out of their Act and put in 
our Act. That is the genesis of it. So it is not unseemly that I should direct 
your attention to some features of this matter where we can get an illustration 
from our neighbours. The States since 1917, have one by one adopted small 
loan legislation until now only five states, Kansas, Montana, South Carolina 
and the two Dakotas, are without regulatory legislation. All the others have 
the small loans Act—all torn out of the Russell Sage Foundation that Leon 
Henderson represented, as I told you, for eight years. 

Now, then, these five states are outside of the pale and we will forget about 
them. Will you look with me for a moment at the states that are inside the pale? 

Two states with three and one-half per cent. 

Five states with three and one-half per cent on smaller balances and a 

lower rate on greater balances. 

Seven states with three per cent. 

Eleven states with three per cent on smaller balances and lower rates on 

greater balances. 

Two states with 2 and one-half per cent. 
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Four states with 2 and one-half per cent on smaller balances. rs a lower 

rate on greater balances. - 

One state with 2 per cent plus permissible fees. 

Two states with 10 per cent per annum plus fees. 

Our rate has no fees. It is a rate, that is all. There is a great deal to 
be said in favour of our situation here. Once you open the door for lenders 
to add fees and what not to the cost of the loan you are not sure where you will 
end up. It is a simple thing, the small loan-charge of 2 per cent or 14 per cent 
or whatever it is. 

Now, there is a list of over thirty states in the United States and they 
are all regulated under acts like yours but at rates higher than ours. One can 
hardly ignore evidence of that kind. 

Earlier to-day in the agenda there was mention made of other loaning 
agencies, and Mr. Jackman thought we ought to confine ourselves pretty closely 
to the 2 per cent and the 14 per cent; but these other agencies and their works 
and their purposes and their achievements have a. very direct relationship to 
what I am speaking about here. I am going to speak about the credit unions 
for a moment if I may. The credit unions never can take over what we are 
doing. If they are convinced that they are doing what we are doing there is 
no need of our going on and doing business, but we contend that they cannot 
do it, We make the same contention with regard to the banks, and I would 
like to deal with that matter also. I repeat, there is no person in Canada who 
ean do for the Canadian public what we have been doing and are doing and will 
do if we are given an opportunity to carry on. With regard to the credit unions, 
vou know their set-up; voluntary officers, no salaries, operating in a closely 
knit group within an industry. It is conceivable that there are very large 
areas in Canada that cannot be covered by an agency of that kind. I am not 
going to go into that further because you are going to have the unions here 
soon. The credit union does splendid work in its own field to carry out its 
own purposes, but it is not at all comparative to what we are doing. They are 
not going to pick up. the mantles that might be thrown down by the small loan ~ 
companies, if they are thrown down. 

As I pointed out a moment ago, experiments with lower rates have been — 
tried from time to time in the various states and have always resulted in the 
withdrawal of legal and supervised lending agencies and the return of the loan 
shark rackets which defy the law. Illegality steps in the moment that legal 
money-lending cannot be carried on at a profit. 


By Mr. Irvine: 

@. When is a shark a shark? That is what I would like to know.—A. 
‘A shark is one who charges an unconscionable rate for a loan. 

Q. That is what I think they are all doing—A. The member thinks that 
is what we are all doing. I will give him a little evidence on that later. 

Q. I would like to have it.—A. My candid opinion is that there may be as 
many money lenders and loan companies in heaven as there are the rest of the 
population, I do not know, but I may be able to count the heads some day. That 
1s My opinion now. 

In January, 1945, one large Canadian small loans company voluntarily 
reduced its charge to 14 per cent per month. Another company reduced its 
charges to 13 per cent per month and supplied borrowers with life insurance 
protection at no extra cost. That means that if the signer of the contract should 
die during the period of the contract the debt is discharged. That is the end 
of it. 

These borrowers benefits were possible because of several factors of reduced 
operating expense, increasing volume per office, and less expense incurred by 
investigation and collection requirements. 
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a ‘The rreduised rates are still in the experimental stage. The operating 
3 factors which made them possible during 1945 are already disappearing in 1946 
and may be entirely gone by the latter part of 1947. As a matter of fact, the 
cost of our accounts per month have gone up since the beginning of 1944 from 
-. 85 cents per account per month to over 50 cents per account per month, and 
that is still going up if you project that line into the future. In the earnings 
_ of 1945, as you will see by the table when it is presented—it is well to remember 
that a lot of thes earnings came from the 2 per cent rate, which was in force 
-- in 1944 when the contracts were made Through the kindness of Mr. Finlayson 
Bi we have the figures of the companies for 1945. These came in too late to be 
analysed. There is one thing I should like to point out to Mr. Finlayson and 
~ to you Mr. Chairman, and that is that in his earnings for the Household Finance, 
galley 2, he has listed the earnings as $2,026,923. He should state, I think, that 
of that amount $253,890 got into the income column, not from earnings at all 
but from a refund of taxes paid. 
We honestly and sincerely believe that such action would seriously en- 
danger the social and economic benefits for which the Act was designed and 
- would lead not only to a speedy return of unsocial and illegal lending practices 
which were common and nation-wide prior to 1940, but would also breed resent- 
: ment, suspicion and outright antagonism on the part of Canadian business 
generally toward any attempt on the part of government to regulate business 
practices under peacetime conditions when the natural laws of supply and 
demand and of free competition will provide more effective regulation than any 
: statute. 


3 It should be borne in mind that from early in 1941 until late in 1945 
the following economic factors were increasing in intensity in Canada:— 
(a) Increasing industrial employment; (More workers employed) 


& 
(b) Longer and steadier industrial employment; 

¥ (c) Rising industrial wage ceilings; 

2 (d) Greatly increased “family” income in wage-earning groups; 

x (e) Decreased spending due to wartime shortage of consumer goods and 


* heavy pressure for wartime savings; and due to the fact that consumer 
i goods were not available—washing machines and carpet sweepers and 
automobiles had all gone off the map. 
(f) Greatly restricted consumer credit in the fields of instalment sales 
: and merchants’ “open accounts”. 


/ The net result of these factors on the small loan companies was to reduce 
investigation and collection costs and bad debt losses since most families had 
adequate incomes and few debts. 


Lenders’ operating costs were reduced by the employment of women (often 
_ wives of service men) to replace male employees then in the armed forces. 


In.the months and years to come it is to be expected that 

(a) Industrial employment will be less regular; 

(6) Industrial wage scales will be stabilized at levels somewhat lower than 
those prevalent during the emergency period of war production; 

(c) Total family income of industrial wage-earning groups will decline 
rapidly ; 


(d) Tnstalment sales and merchants’ “ 


open accounts” will increase. 


All these factors will tend to increase lenders’ operating costs for investi- 
gation and collection. 


Items of operating expense which are now rising and will probably continue 
to rise are:— 

(a) Salaries. Many employees have been under wage “freeze” for five 
vears. Many who are entitled to increases in salary because of length of service, 
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increased efficiency and greater value to the employer will be expecting (and 
rightly so) consideration as soon as the “freeze” is lifted. 

Higher salary levels in other industries necessitate a general rise in the 
salaries of new employees in order to compete in the labour market. 

Male employees returning from the services expect, and are already receiv- 
ing higher salaries than they received at the time of enlistment; 

(6) Rentals. Office rents have risen as much as 60 per cent. Such increases 
are already effective and will be more widely applied when present restrictions are 
lifted. : 

Advertising rates are going up constantly. The increase in these operating 
expenses must of course come from profits; and the profits have been small even 
at the present legal rate of 2 per cent. 

The report of the Dominion Superintendent of Insurance on the operations 
of lenders in 1944 (the latest report available), shows that the highest net profit 
earned was 5:54 per cent of employed assets. This was earned by the largest 
of the three dominion chartered companies. The others earned respectively 
3°37 per cent and 2-7 per cent. Not colossal earnings, I would say. 

Now let us look for a moment at the 50 licensed money lenders in 1944. 
Their net profit was 2-74 per cent of employed assets. And someone said that 
we were all sharks. There does not seem to be any evidence of sharks in the 
waters around here anyway. 


By Mr. Lesage: 

Q. What about your own company ?—A. “My company? 

Q. Twelve per cent in 1944; net profit 12 per cent for 1944, is that: true?— 
A. The Niagara Finance Company? 

Q. Your Company.—A. I could not say. 

Q. You haven’t it here?—-A. I will come back to that if I may. 

Two companies voluntarily charged less than the legal maximum rate in 
1945. These lenders had over two-thirds of the total volume of loan balances 
in the industry. It should be emphasized that the present rate reductions to 
14 and 13 per cent are experimental only and have been applied during a period 
of exceptional and artificial conditions. The important point is that such rate 
reductions were voluntary and the result of keen competition. 

We maintain that a reduction in the legal maximum rate allowed by the 
Small Loans Act would be not only unfair to the lenders, particularly those 
employing less than $1,000,000, but would greatly restrict an essential service to 


small-sum borrowers by inducing a speedy return of loan-shark operations, 


as well as promoting resentment amongst all types of Canadian business men 
against all government regulation of business. 

We believe that the material contained in this brief, supported by the 
operating statistics of the lending companies and the Superintendent of Insur- 
ance, together with the recorded evidence— 

Mr. Fraser: Mr. Chairman, Mr. Duff is reading so fast that the ceiling does 
not allow his words to come back this way. 

The Witness: I am sorry. I have so much to say, Mr. Chairman, and I 
want to say it. 

Mr. Fraser: I would rather have you say it slowly and let us get it. 

The Cuarrman: You will have all the time that is necessary, Mr. Duff. 
Do not hurry yourself. 

The Witness: I shall repeat that last paragraph. 

We believe that the material contained in this brief, supported by the 
operating statistics of lending companies and the Superintendent of Insurance, 
together with the recorded evidence before the Banking and Commerce Com- 
mittee of parliament in 1936, 1937, 1938, 1939 and 1940 is ample evidence that 
suen contemplated action 1s both destructive and unpolitic. 
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I said earlier in my remarks here that the government of the day went 
out of its way to bring to Ottawa to give some expert advice its own witnesses 
_who had been through this field. I suppose the government would be bound by 
_ what those men said, more or less. I am going to quote one or two statements. 
_ This is one by Mr. Henderson, and I gave you his description 4 moment ago. 
— It will be found at page 78 of the minutes of proceedings of the committee of 
— «©-19388:— | : 3 

Some of the states that were adopting the law were changing their 
rates, and others were almost rendering their small loan law inoperative 
by a reduction to too low a rate. 


_ Do you get that, gentlemen? They were making their law inoperative by mak- 
ing the rates too low. Continuing further on: 


New Jersey, after a violent fight in the legislature, reduced it to 14 
per cent. 


4 


The lenders left the state and as a result pretty largely the busi- 
ness shifted into New York and Pennsylvania, particularly Pennsylvania. 


_ That is the very rate that is proposed here. Continuing: 

F 

4 

: Later the state raised its rate to 24 per cent where it had been before. 
It went down and went up. Continuing: 

: Wisconsin moved its rate down until I think the effective rate is 

. about, as I recall from my Clark Dodge study, 2-27 per cent—it is 


3 something like that; but that gave a monopoly almost to one group. 
And further on:— 

| Missouri reduced its. rate to below what we thought was the mini- 
, mum rate, 24 per cent, regardless of how it were fixed; and Missouri has 
; had a resumption of loan-shark conditions to such an extent that the 
attorney general and the Better Business Bureau are moving now towards 
the restoration of a higher rate. The West Virginia experience was what 
you might call a theorist’s dream. 


>> 


Mr. Henderson again, on page 90: 


The lowest operating rate, and I mean by that where there is licensed 
lending, is about 24 per cent, except for Wisconsin. Wisconsin has a rate 
of 24 per cent on the first $100, 2 per cent on the second $100 and 1 per 
cent on the remainder. Ninety per cent of the business is done by one 
company, and the average rate is 2:28 and 2-30. It is a little bit above 
24 per cent. But pretty generally you can say that any rate below 23 per 
cent, under uniform law, gives only a very, very highly specialized loan 
service. 


“Mr. Plaxton wanted to know whether, if they put the rate down here, we would 
have the same experience as Wisconsin. Mr. Henderson says at page 95: 


I do not believe that a rate ought to be so low that it monopolizes the 
business, nor do I think that it should be so low that you cannot get local 
lenders in smaller communities. 


I would have that underlined. Continuing he said: 

We felt that Canada probably ought to do better than we would do 
in the States; and we felt that probably 24 per cent with none of the 
recommendations we usually make of 3 per cent on the first hundred—we 
thought that 24 per cent flat rate ought to be fairly adequate for your 
needs. 
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There is one other quotation that I should like to give you. Mr. Bunce was 
asked a question by Mr. Martin, and this is another of the authorities who was 
brought in from the United States. Mr. Martin’s question at page 199 was as 
follows:— ; 

Q. Would you care to say what, in the light of your experience, should 
be the minimum rate in Canada?—A. That depends on whether you are 
going to make it a flat rate or a sliding scale. | 

Q. Say a flat rate—A. That would depend again on "Whether you are 
going to make the maximum $300 or $500. 


Q. Say $500.—A. I believe 24 per cent. 
That is the answer that Mr. Bunce gave to the committee then. That is to be 
found at page 199 of the proceedings of the committee of 1938. 


By Mr, Isnor: 


’ Q. All those quotations are from the 1938 report, are they?—-A. Yes. There 
is a good deal more in that 1938 report that might be illuminating to the 
members of this committee, Mr. Chairman. It really appertains to what is going 
on at this table now. I should like here to lay emphasis on what I referred to a 
while ago, that the representatives of the small loans companies attended these 
hearings in 1938 and they gave their earnest support to it. I want to warn as 
to this. Opinions were expressed then and are expressed now, and are deeply 
felt now, that the Small Loans Act as it stands is unconstitutional. For myself, 
I gave it the warmest welcome because it brought order out of chaos; but that 
does not mean that it fulfils all the requirements of the law. The right to 
legislate as to interest is your right. The right to legislate as to contract and 
business ancillary to it does not belong to you. I do not hold out any threat. 
I do not want anything of right, members of the committee, but this Act; 
because it is for the good of all. But if it comes to the place where men cannot 
operate and live under the proposed changes of the Act, there is nothing to do 
but to attack it; and that may be done. 


This group of small loans companies presented the argument that ‘service 
charges” in the main consist of :— 

(a) the cost of securing the business and putting it on the books, and 

(b) the cost of administering the loan while it is current, and 

(c) the cost of final collection of the loan and the discharge of the security. 


The law officers of the Crown asserted before the committee that parliament 
under the ancillary power to legislate in respect of “interest”’ under section 91 of 
the British North America Act had authority to say that all such charges are 
interest. There is the crux of the matter, that these things which are not interest 
can be declared by parliament to be interest; in other words, that the goat can 
be declared to be a cow and black can be declared to be white. It was urged, 
however, that the borrower had the right to contract with the lender that service 
charges constitute a collateral advantage to the lender and should not be interest 
and that such a contract falling within provincial jurisdiction, would override 
any federal legislation in that respect. 


When the Small Loans Act was finally brought down in the House and 
enacted into law, it was found that parliament had not only legislated that all 
service charges shall be deemed to be part of the cost of the loan (interest) but 
section 6 of the Act regulated the business of money lending, not as an incident 
of interest whatever. These regulations take this form, and I want you to mark 
en if you will. These regulations under the cloak of interest take this 

orm }-— 

(a) the time and periods in which a loan shall be repaid; 
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~ (b) that the borrower may repay the loan at any time notwithstanding any 
_ contract to the contrary. 


. js in all the contracts. It is right that it should be there, but still it is not 


(c) that overdue interest shall not be compounded. 


And the Act went on to give the Superintendent of Insurance extraordinary 
powers to regulate—and here is what he could do—who may lend money under 
this Act. It gave him certain regulatory powers with regard to advertising under 
the Act. It gave him power to regulate the forms that the lender may use in 
_ the transaction of his business. You see, we are going very far, tremendously 
- far—fathoms or miles beyond the original authority under the British North 
- America Act. It is apparent that the above matters are not incidental to 
“interest” and are entirely matters of regulation of business. The regulation of 
~ contract and the conduct of business come within the legislative jurisdiction of 
_ the provinces. 

Since the enactment of the Small Loans Act, (1939), this group of smali 
- loans companies have co-operated and have carried out the letter and the spirit 
of the Act. It has been a splendid success not only from the standpoint of the 
department here at Ottawa but I think I can safely say from the standpoint of 
the companies operating and certainly from the standpoint of the borrowers 
themselves, which is the most important of the three. This does not mean, how- 
ever, that any of the companies have agreed to the constitutionality of the Small 
Loans Act (1939). On the contrary, these companies maintain and always have 
maintained that the whole statute conflicts with provincial jurisdiction and is 
void. It is interesting to note that only the sections relating to the rate of interest 
(called “cost of loan”) have been carried forward into the Criminal Code and 
that none of the sections having to do with the regulation of the business, as 
_ above mentioned, appear in the Code. It is just. the interest clause that has been 
_ carried forward. 

It is now submitted that, should parliament deem it advisable now to reduce 

the rate provided in the Small Loans Act, moneylenders having smaller volume 

- will not be able to carry on their business profitably and can well be expected to 
call in question the constitutionality of the whole legislation. 

It is possible that proceedings and time could be saved if the committee 
would appoint a subcommittee of its lawyer members to investigate these ques- 
tions that I have raised here and report. to the Banking and Commerce Committee 
itself as to their opinion of the legality or illegality of the Act. 

I am nearing an end, Mr. Chairman and members of the committee, and I 
certainly thank you for your patience. However, there is a point or two yet that 
I should like to be privileged to bring to your attention. 

Our association respectfully suggests that in certain respects the Act and the 
- rulings of the superintendent should be amended and altered so as to enable the 

licensees to effect economies in: the operation of their business and also to make 
the Act and the rulings more satisfactory and workable. I should like to have 
Mr. Finlayson spend a few days in some of the loaning companies’ offices so. he 
would know at first hand just what happens there and how it happens. I should 
like him to see the customers as they come in. I should like him to hear what 
the customers have to say as to their cases. I should like him to know what the 
- managers do with these people when they come in. I should like him especially 
to make careful note and have a full understanding of the routine that has to be 
gone through and the expense that has to be undergone to ge an account on the 
books, to take care of the payments as they come in and the countless incidentals 
~ that appertain to an account from the time it begins until the time it is closed 
- again. I think maybe he might take a more charitable view of the very large 
expense and trouble that is involved even in the slightest account. 
a 67903—33 
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At the present time lenders with branches are required to keep duplicate — 
- accounts and records so as to enable inspection to be made by the superintendent — 
at the head office of such lenders. Such duplicate bookkeeping is expensive and — 
unnecessary, as inspection could easily be made at each branch. This would — 
enable some lenders to economize in the cost of doing business. Section 7, line 1 — 
of the Act should be amended in this respect. 


Section 6, line 1 of the Act requires loans to be repaid in equal monthly © 
instalments. That is very well intended, but I want to say to the committee that — 
there are certain loans that should not be required to be made on those terms. 
Take the dairy farmer. He gets a cheque twice a month and he is in the same 
position for paying monthly instalments as is the man who works at the foundry, 
or any other salaried man. Take the dirt farmer, or the grain farmer. He has 
next to no revenue except at certain periods of the year. If you-want to do 
something to help persons in that category and. others I could’ name, maybe it 
might be well for you to consider, while you are making changes, whether some 
change might be made in the Small Loans Act to fit the cases of those persons 
who have not a regular monthly income. 


There is another point where I think you might make a change in this Act 
and it is in regard to section 5, line 4, which provides that all licences expire as of 
the 31st of March each year. We think that is quite unnecessary. We think that 
a licence to lend money should be like a marriage licence; good until death do us 
part. When we get a licence, we think we ought to have it pending good conduct; 
let the licence run on. If the department wants to cancel it for any reason, let 
them cancel it; but until it is cancelled, it should: be effective. 

Section 9 of the Act provides that the superintendent may make investigations 
and it is submitted that the Act might well be amended so as to provide that, 
upon the submission to the superintendent in due form of evidence relating to 
the belief that violations of the Small Loans Act have occurred that the superin- 
tendent is required to promptly investigate the complaint in question and, if the 
charge is substantiated, to take the appropriate steps in regard thereto. 

The superintendent has ruled from time to time that a lender may not vary 
rate of loans in different localities. It has got to be the same everywhere. I 
do not know whether or not that meets your view of the fitness of things. 
There might be centres in which it would be advisable in the public interest 
that the rate be lower, and other centres where it might be higher; all, of course, 
under the prescribed ceiling of the Act itself. 

One more thing. Section 32 empowers the directors to make by-laws for 
creating preferred stock subject to ratification at a general meeting of share- 
holders representing two-thirds of the issued stock of the company or unani- 
mously sanctioned in writing by the shareholders. Subsection 3, however, 
requires that such a by-law shall not be valid or acted upon until after sanction 
by not less than three-fourths in value of the shareholders and the governor 
in council approves thereof. Having in mind that only the shareholders’ 
equities are affected and no fiduciary interest is involved, it is felt that this 
proviso for approval by the governor in council should be lifted. I should like 
vou to make a note of that, Mr. Chairman, if you would, and give it the atten- 
tion it deserves. 3 


By the Chairman: 


Q. You refer, I take it, to the regular Loan Companies Act, Mr. Duff?— 
A. Yes. 


Mr. Irvinn: Mr. Chairman, are we not more particularly interested in the 
rate of charge here than in the general Act? I mean, the witness seems to be 
going a long distance dealing with all the features of the Act. I do not object 
to that, but I was just wondering whether that was our objective. 
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S- The CuairMan: I believe that we are primarily interested in making small 
oans available to needy people at the lowest possible rate at which they can 
be made legally available from legitimate sources. 


Mr, Irvine: Yes. I think that is the main point. | 


‘The ‘Cuarrman: That is our problem. But I think, in arriving at a proper 
judgment with respect to that problem, we must cover the whole field reasonably 
well. ° 

An Hon. Member: Hear, hear. 

Mr. Irvine: All right. 


The Wirness: Mr. Chairman and members of the committee, what I have 
been saying, as has been pointed out, is not on the main track of the purpose 
of this bill. But our association considered that, now that you are taking up 
this bill proposing a very radical change in it, you might be willing at the same 
time to give consideration to other matters that relate to the bill itself. That 
is the point. Maybe I am out of order in that, but anyway we offer it in good 
faith for what it is worth. . 

Now I am going to summarize what I have said as best I can. Operating 
costs are rising—salaries, rentals, and everything else. They are going to con- 
tinue to rise for some time, if one can see into the future at all. 


By Mr. Fraser: 


Q. Would you mind saying again what the office rents have jumped to, the 
percentage? You said that office rent had jumped.—A. 60 per cent. 

Q. Thank you:—A. Lenders have voluntarily completed in rate reduction 
below the “ceiling” as conditions warranted such reduction. 


Mr. BurackmMore: Mr. Chairman, I wonder if the witness would speak a 


little more slowly. The speed at which he is talking gives me a headache. He 
is going too fast. | 
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The Witness: I am sorry. 
Mr. Buackmore: I am trying to get every word. 


The Wirness: I am very sorry. What I am afraid of is that I am going 
to go back home with a lot of this stuff still in my system instead of having 
gotten it out. 


Mr. Buackmore: Mr. Chairman, J should like to have the witness given 
the assurance that he may have all the time he wants; ‘but I want to know what 
he has said when he gets done. 


The Wirness: All right. Thank you very much. Lenders have voluntarily 
~eut the rate where they could wherever conditions warranted such reduction. 
Anticipated increases in instalment selling and in merchants “open accounts” 
will necessitate increased investigation and collection expense by cash lenders. 
‘There have been no complaints from borrowers that existing rates are unfair 
or inequitable for service given. I have never heard one. Social agencies have 
expressed satisfaction with the effects of the present Act. I have mentioned 
two of the Better Business Bureaux. I could give you some further evidence 
in that regard if you wished it. They seem to be immensely pleased. I am 
speaking about people who have no interest but the interest of the borrower at 
heart. They have nothing to do with us whatever, or with the government. 
Present profits are so low that any increase in operating costs would, if the 
ceiling is lowered, force licensed lenders to refuse to make loans in the lower 
brackets; that is of $100 or less. That represents, I think, some 40 ,000-odd 
borrowers last year. | 
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By Mr. Fraser: 


@. What percentage of borrowers would that be?—A. I could not tell you 4 
offhand; 40,000-odd. I will get that in a moment. The other result would be — 
that the lenders would select only the best risks. Another result would be that — 
they would operate only in cities where a large volume of. business is available; 
and another result would be withdrawal from the business entirely that I spoke © 
of a while ago. I say positively that the adoption of this bill will close -half of — 
the operators in the Dominion of Canada forthwith, and that a year will see 


you with eight companies in Canada, but more probably four and maybe three. 


You have streamlined the whole thing into alle or three doors across Canada if 4% 


you adopt this. 


I have pointed out what may be the eae here, and there is one more © 
result I should like to bring to your attention. If you close these doors, if you | 


freeze up this business, you are inviting a return of the loan shark and the salary 
buyers who were excluded 8 years ago. This experience has been repeated again 


and again and again in the United States. It will be repeated in Canada if you ~ 


-earry out the purpose of this bill. 

I now want to give you my best thanks for a very cordial hearing. I have 
presented this thing as best I can. I have covered a good many features of it. 
I am going to give you some figures here from the report of a chartered 
accountant who has examined all of the reports for 1940. He has taken his 
figures from the report of Mr. Finlayson here, your superintendent. 


By Mr. Stewart: 


@. Can you give us the name of the chartered accountant?—A. Yes, I can. | 


It is Cameron K. MacGillivray. He has a double-barrelled Scotch name. 
Mr. Irvine: He cannot help that, poor fellow. 


The Witness: No, he cannot live that down. Applying the new figures to 
1944 business, he says 12 out of the 50 money-lenders lost money on their 
business in 1944 at the old rate. Twelve lost money. He says: 

“To make the drastic reduction in revenue contemplated by the proposed 
legislation— 

Mr. Buackmore: The witness is speaking too fast again. 

The Witness: I am sorry. I shall repeat: 


“To make the drastic reduction in their revenue contemplated by the pro- 4 


posed legislation would probably force the said 12 members out of business in 
a very short time.” The next paragraph goes on—that was with regard to 12— 
with regard to another, 13: 

“In addition, a fariicr 13 of the 50 money-lenders made profits for the 
vear 1944 of less than $1,000 on small loan business. Practically all of them 
would show losses under the proposed new rates. It is obvious that many of 
these members might find the legislation so detrimental that they would be 
forced to cease operations also. 
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Thus it can be seen that at least 25 of the 50 licensed monewiee <= would 


be operating at a loss under the provisions of Bill 140, and many others would 
be carrying on business at such a negligible profit that they would not find it 
worth while to keep their doors open. 

Our studies reveal that the three small loans companies and the one 
principal moneylender—you get the distiction there; the three who are incor- 
porated under special Acts and the principal of all the moneylenders—account 
for 74 per cent of all business conducted by licensees under the Act. It would 
appear that while these four companies might be able temporarily to endure the 
eg ee the majority of the other licensees would be disastrously 
affected.’ 
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a - Thank you very much, members of the committee. Mr. Chairman, might 
y ay oak that you hear Mr. Ross Harris? — 

as _ The Cuatrman: I am in the hands of the committee. Before you leave, 
_ Mr. Duff, the question has been raised by one of our committee members as to 
 * the profits of your company. 

: ia Mr. Lesage: I want to correct my statement. I had made a calculation 
is and I was wrong in stating that the net profit of the witness’s own company 
was 12 per cent on the subscribed capital in 1944. I have made a calculation 
-and it was 8 per cent in 1944. I arrived at 8 per cent in 1944 and 9 per cent in 
~ 1945. 

Ps The CuHamrMAN: Yes. I take it that, inasmuch as the statement has been 
a Fes and the correction made, Mi Duff should have an opportunity of studying 
_ that 

. Mr. Lesace: Yes. 

The CHAIRMAN: And making a further statement in regard to it if he wishes 
to do so. I checked with the Superintendent of Insurance while you were speak- 
ing, Mr. Duff, and I believe these figures to be correct: the total paid up capital 
of your company is $62,500. 

a The Witness: That is correct. 
4 The CuairMan: Then with regard to the gross earnings on 1945 business in 
the small loans field—apparently you carry on two types of business in your 
~~ company? 
3 The Wirnsss: Yes. 
Z The CHaArRMAN: In the small loans field the gross earnings were $14,693. 
In that same field the cost of doing business was $14,231, which left a net profit 
of $462 on apparently what would be an employed capital of roughly $15,000; 
~ $15,000 with respect to the small loan business. 
‘ The Witness: Yes, I see. 
The CHAIRMAN: Which works out really to cieuk 3 per cent on the amount 
you mentioned. Then if you want the whole business of the company, I will . 
now put the figures on the record. The small loan business and other business 
combined totalled earnings of $51,599; the cost of operating business as to both 
branches was $45,665 or a net profit on the entire operations of the company— 
both the small loan department as well as the other department for the entire 
year of $5,934. 
Mr. Stewart: In that same statement there is $7,098 written off for small 
loans and $6,000 written off for business other than in small loans. 
The CuarrMAaNn: What is the page, please? 
Mr. Stewart: Page 9. 
The CuHarrman: A point has been raised in regard to the write-offs, and 
quite properly. It is difficult to hurriedly pick up the complete picture, but you 
will find on page 8 with respect to the write-offs that the recoveries were $43 
as to the-small loans write-offs and $80 with respect to the other write-offs. 
Mr. Stewart: The write-offs were very large. 
The CHamrMan: Indicating that the business is a.somewhat hazardous item. 


Mr. BuackmoreE: I wonder if I could ask the witness if he could give us an 

idea of the availability of this service with respect to the size of the communities. 

To how many communities in Canada of 15,000 population or fewer were 
these loans available? Is the witness in a position to tell us that? He said 
among other things that the tendency would be, if we passed this Act to cause 
the loan companies to retreat into the larger centres where there are many 
- people which, of course, would take the services away from the people in the 

smaller communities. 
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The Witness: True. 


Mr. Buacxmors: If all the companies followed the same policy that would 


deprive a large percentage of Canadian people of this facility? 
The Witness: Yes. : | 
Mr. BuacKMoreE: I wonder if the witness is prepared to give us any figures 


indicating how far that has gone now; to what extent are these facilities available 
to people who live in small communities with 15,000 population or fewer. 


The Witness: I could not give you an answer to that question. In our 
province in the last two years a number of offices have been opened in places 


like Woodstock, Chatham and St. Thomas, for instance, but I could not give’ 


you any definite figure across the country. I take it the places of 15,000 popu- 
lation would be pretty well covered by a loan service today. While I am on my 
feet, I want to thank the gentleman on my left for cutting*down my earnings 
from 12 to 8 per cent and you, Mr. Chairman, for cutting me down from 8 to 
3 per cent, and I hope nobody else will take a slap at me because I cannot 
afford to operate for less than that. 


Mr. Braperre: Am I in order if I question the witness? 


The CuarrMaAn: I think while the witness is here and the evidence is fresh 
in our minds that we should have the widest questioning. 


Mr. Irvine: Will the witness be available for another meeting of this 
committee? Z 
The CHAIRMAN: We still have some time; let us carry on until 6 o’clock. 

Mr. Irvine: Six o’clock is going to come quickly. 
Mrs. Strum: Are we free to discuss the points which have been brought 
up by the witness? 


The CuarrMan: I think that general discussion on the points could not © 


take place for some little time, but I do think that while the witness is here 
he should be questioned as to any point about which we are in doubt with 
respect to the testimony as given us. Now, what is the wish of the committee; 
shall I start at one side of the committee and go around, or shall we leave 
_the matter open? 


Mr. Low: Leave it open. 


By Mr. Bradette: 


@. I wish the witness would enlarge on his statement with regard to the 
risk as between the twelve months’ loan and the twenty-four months’ loan. 
—A. Mr. Cleaver, the gentleman who has asked that question would probably 
win a bet on me that nothing would happen for a year. I would not want to 
bet that nothing would happen for thirty years; the chances of casualties are 
so great in that time, and you would be surprised how many people run on 
O.K for a year. In two years you run into something. Now, the initial cost 
is the same in both cases, twelve months or twenty-four months, but there is 
double the amount of béokkeeping, double the interest and the risk is more 
than doubled in twenty-four months over twelve. 


The CHAIRMAN: In regard to the write-offs which were made in 1945 in 
vour company, have you any figures as to the percentage of those write-offs 
with respect to short term loans and with respect to long term loans? In other 
words, have you figures to prove that the long term small loan business is more 
hazardous? 


The Wirness: No. I have no figures. I have no twenty-four month loan. 
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By Mr. Bradette: | 
Q. I am not going to go into the issue the witness has raised. He stated 


there were areas where the rates should be lower and areas where the rates 
_ should be high. It is a broad statement to make. What is your yardstick in 


making this statement—is it your experience?—A. The yardstick is this: in 


_ Dawson City maybe you would have to pay a man three times as much to run 


an office as you would in Halifax. That is the point. 

@. Are the reasons local or geographical?—-A. Geographical, that is quite so. 

Q. I do not grasp that thoroughly, because generally speaking— 

Mr. Micuaup: Has the size of the place something to do with it? 

The Witness: I do not think so. I think it is location, I think it is an 
important, point. 

Mr. Braverre: I make that statement because our banks had regional 
rates in northern Ontario up to a few months ago. We paid a higher rate than 


any other section in central Canada. You believe that that principle. might 


be applied to loan companies too, do you? 
The Wrirnzs: Yes. 
The CHarrman: Mr. Fraser or Mrs. Strum? 
Mr. Fraser: I always bow to the ladies. 


Mrs. Strum: I do not like the idea of introducing any idea of distinction 
between ladies and gentlemen; I do not think you should insult the ladies 
because they are ladies or gentlemen because they are gentlemen. 


By Mr. Fraser: 


Q. What rate does your company pay the bank for a loan to carry on 
business?—A. 44 per cent. 
Q. 44 per petit per annum?—A. Yes. 


By Mrs. Strum: 


Q. Was the witness making a case for the small loan companies for 
Ontario or for all of Canada?—A. All of Canada. 

Q. Have you any breakdown of the occupations of the various people 
who take out loans? You mention the dirt farmer and the dairy farmer. I 
happen to be a farmer. You said it was difficult for the farmers to pay every 
month. My experience has been that farmers ordinarily do not get loans from 
the small loan corporations and that the companies do not operate in the 
towns and villages, and in the province from which I come we have very few 
towns of 5,000, most of them being under 5,000, and these companies are 
not available to us anyway. If we buy from a firm like the T. Eaton Company 
or buy a car, credit is extended through the finance corporation; not the small 
loans organization—A. Our business has many farmers in Ontario; all 
through our county and in the adjoining county. 

Q. Have you any breakdown of that?—A. As to the number of farmers? 
No. : 
Q. The occupations of the borrower?—A. No, I have not. 


By Mr. Isnor: 


Q. May I follow up that question asked by Mr. Fraser in regard to interest 
rates charged your company by the banks? I suppose you are a large investor 
in Dominion of Canada bonds?—A. Not large. 

Q. Fairly large?—A. Not very large, no. 

Q. If you put up Dominion of Canada bonds as collateral the banks would 
not charge you anything like 44 per cent, would they?—A. No, that is true. 
A. Yes. 

Q. Then it is safe to say that you have put up some bonds?—A. Oh, a little. 
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Mr. JAcKMAN: Oh, oh, that is not a fair question. 
Mr. Isnor: I am asking the questions. 


By Mr. Isnor: | 

Q. You represent forty loan companies?—A. Yes. 

Q. Where are they located? In central Canada, largely? —A. From Halifax 
to Vancouver. 

Q. The other eleven companies are not represented by you. Are you repre- 
senting the largest company that you refer to?—-A. Oh, yes, and 95 per cent 
of the business. 

Q. You appeared before the committee in 1938, did you not? Could you 
tell is how many small loan companies there were in 1938?—-A. We started out, 


sir, with rather more licensees at the beginning than now. Mr. Finlayson can 


answer that. 

Q. I thought I would get that information from him later on. Would you 
enlarge on your thought as to why—taking into consideration the reasons you 
gave: increased salaries, greater spending power, and the desire of the average 
wage earner to buy such articles as washing machines and other home equipment 
—why your business would be less instead of greater in the future?—A. If he 
is stuck for a carpet sweeper or a washing machine or an automobile he is not a 
very good customer for us. That is my answer to that eee, 


Mr. Irvine: I did not get the answer. 


The Witness: If a man has shot his credit in buying durable goods, he is 
not good credit for the loan company. That is what I meant. 


By Mr. Isnor: 


@. I was under the impression that a ae many of the loan companies work 
along that particular line—to SUDPIY household needs.—A. Might I answer that 
question, sir? 
Q. Yes, provided I can follow on. 


The CHAIRMAN: Oh, yes, you have the floor. 


The Wirness: We are not allowed by the Wartime Prices tea to advance 
money for the purchase of durable goods unless the customer has already put up 
one-third of the price. Then we can put up the other two-thirds in the way of 
a loan. 


By Mr. Isnor: 


(. You were operating, of course, four years prior to that regulation going 
into effect?—-A. Yes, that is true. 

Q. Would what I said apply to the first four years, from 1938 to 1942, in 
regard to the borrower?—A. Yes, I suppose. 

Q. That is all. 


Mr. Stewart: From reading the minutes of the 1938-39 committee some 
doubt was expressed as to the ability of small loan companies to continue if the 
rate were reduced to 2 per cent and kept there, and yet I notice in the galley 
proofs which have been given to us by Mr Finlayson that the total income of the 
small loan companies for the small loans increased between 1940 and 1945 from 
$509,444 to $1,428,397. That is the total income. The net income increased from 
$7,332 to $181, 896. Now, would the witness care to comment upon that rather 
substantial increase in total j income and in net profits in view of the decrease in 
the rate? 


The CuHairMAN: The volume of business was mentioned. You, perhaps, were 


not at the committee meeting yesterday but Mr. Finlayson gave ‘the committee 
the increase in the volume of business that it being done by these companies. 
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Mr. Stewart: I know that, but ‘might it not follow that if the rate was 


Se reduced the volume might increase? 


_ Mr, Jackman: Of course, the national income expanded in about the same 
ratio as the loans. It is something nobody could foresee. 


The CuHarrmMan: Mr. Stewart, will you repeat your question? 


By Mr. Stewart: 

Q. I asked the witness if he could give us some information as to why there 
was this tremendous increase in total income in small loans between 1940 and 
1945 and in net profits. As a matter of fact the chairman answered the question 
on behalf of the witness——A. There was a wide expansion in the number of 
offices operated in dispensing small loans in that period. A great many towns 


-had offices operating small loan businesses by that time, which was one of the _ 


tendencies, and that increased the volume of business. There is another tendency. 
I do not know whether the members of the committee know, but the best time - 
for small loan companies is not times of depression but times of prosperity, when 
men are active, when they want to put a new verandah on a house and want to 
do a thousand things that they would not do in bad times. The period our friend 
mentioned was the period of our greatest monetary expansion and we naturally 
increased our business and it will contract again when the expansion begins 
to run out. That is my explanation. 

Mr. Micuaup: Mr. Chairman, I-should ihe to ask a couple of questions. 
In the course of his presentation the witness stated that the term “interest” was 
improperly used to the extent that it was not all true or real interest, that part 
of it repaid other charges which I might call carrying charges. Would the witness 
be in a position to give us what proportion of this rate is charged or should be 
charged to interest and what proportion should be charged to the other items? 

The Witness: 2-74 per cent is the profit that we made under those trans- — 
actions in 1945, and that is covering interest. I haven’t broken it down in the 
way you suggest, but you can get a glimmering of where they stand from the 
figure I gave you. 


By Mr. Michaud: 

a 2-74 would represent real interest?—A. No, the profit to the company 
itse 

Mr. JACKMAN: On your capital? 

The Wirness: On employed assets. 

Mr. Low: What would employed assets include? 

The Wirness: Surplus capital. 

Mr. BrapettE: Would you make the charge 50-50 between the two? 

The Wirness: Oh, no. 

Mr. BrapetrE: As a guess, as an estimate? 

The Wrirnsss: Oh, no. I would say the interest—oh, I could not say. 


By Mr. Michaud: 

Q. Perhaps the next question will clear this up. The witness remarked a 
moment ago that he was grateful to Mr. Lesage for reducing the rate of return 
to his company from 12 to 8 per cent and he had thanks for the chairman for 
further reducing it from 8 per cent to 3 per cent. While I was able to follow 
his statement, I was unable to follow the calculation in the statement. I would 
like him to further tell us approximately what is the net return of his company? 
—A. I have not figured it up since last December. I thought what the chairman 
was doing was about right. 

Q. What was it?—A. 3 per cent. 
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Mr. Lesace: It is a guess. 

The Wirness: No, it 1s not a guess. 

Mr. Irvine: I bet a nickel it is not 3 per cent. 

The Cuarrman: For the benefit of the committee may I say that I checked 
these figures with Mr. Finlayson before putting them on the record. The net 
profit on the over-all business of the Niagara Finance Company for the year 
1945 was $5,934, which I make to be 9-4 per cent. 

Mr. Micuaup: That is what I find too. 

The CHarrMAN: Then apparently this company does a substantial amount 
of other business. Roughly less than one-third of its capital is involved in the 
small loans business, the other two-thirds being involved in what is indicated in 
the return as “other types of business”. Making a calculation on that basis, the 
income from the small loan business in this company over that period was the 
figure which I put on the record, the difference between $14,693 and $14,231, or 
$462. I thought it was fair to assume that, giving proper weight to the volume 
of business, $15,000 of the company’s capital was employed in the small loans 
business, and that would mean a yield of 3 per cent profit. I believe you will 
find those figures are correct. 

_ Mr. Micuavp: On small loans. 

The Witness: Yes. 

Mr. Lesace: Following what you just said, Mr. Chairman, I find that the 
reason for the 3 per cent in 1945 was the very large amount of write-offs of 
small loans in 1945, because I have made the same calculations that you made 
for small loans, basing my calculation on $15,000 capital for 1944 and I arrived 
at the net profit on the small loans in 1944 as $1,328. 

The Witness: Yes. 

Mr. Lesace: That makes a net profit on small loans of a little more than 
8 per cent in 1944. . 

The Witness: Yes. | 

Mr. Lesace: But here is the question I want to put.. When, in general, do 
the small loans companies decide to make this write-off? , 

The Witness: The charge? 

Mr. Lesage: This write-off? At what moment do you write off the account? 

The Witness: Sometimes we write it off right then, if there is something 
final and ultimate about it. Usually it is made at the end of December, when 
we are closing the year and want to clear our books for our annual statement. 


By Mr. Irvine: 
Q. Do you mean you write it off when you made it?—A. No. 


By Mr. Michaud: 
Q. When it matures, when it is dishonoured; is that correct?—A. Yes. 
Mr. Lesace: Following the same idea, we can understand— 
Mr. Buackmore: Would the hon. member speak louder, please. 


By Mr. Lesage: 

@. We can understand that a lot of your write-offs in 1945 were already 
outstanding in 1944?—A. Yes. 

@. You could have written off a large part of that $7,000 you wrote off in 
1945?—A. Nota large part; a part. 

q@. A part of it in 1944?—A. Yes. 

Q. So next year you will have less because you wrote off this year a 
very large amount?—A. That is true. 
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The CuatrMaAN: Your suggestion is, and it seems to be borne out by the 
figures, that the losses may have been consolidated and written off in a profitable 
year. Is that what you mean, Mr. Lesage? 

Mr. Lesace: That is what I mean, yes. 

a The Cuatrman: And that recovery could take place later on. We checked 
| the recoveries of the previous year, and I should like to put the figures on the 
record. I would ask Mr. Duff if he cannot give us the information now, if he 
would be good enough to send it in by mail. On checking the 1944 year, Mr. 
Duff, I find that the write-offs with respect to the small loans business were 
$686. Then coming to 1945, the write-offs with respect to the small loans part 
of the business were $7,098. 

Mr. LesAce: That is right. 


The CuHarrMAN: And I think, in order to properly appraise the value of 
this statement we should have a rather full explanation of that wide variance 
that occurred in the 1944 write-off as compared with the 1945 write-off. 

Mr. Lesace: For all companies there was a:rise in the amount of write- 
off, but it was only from $61,000 to $84,000, a ratio of 6 to 8 where yours is 
eee Oem 

By Mrs. Strum: 


| @. There is some confusion in my mind over a statement that the witness 
; has made. Did I understand him to say that on page 8 of this, whatever it is,— 
' A. A galley proof. 
| Q. —where the accounting of the earnings of the small loans companies is 
set out here in totals for the years from 1940 to 1945 it goes from $508,000 to 
$1,405,000. That is almost triple. Do I understand you to say the reason for 
that was the increased business?—-A. Yes. 
Q. How do you explain this statement, that if the interest rate was cut 
25 per cent—that is reduced from 2 per cent to 14 per cent,—it would mean 
that you would have to increase your volume of business one-third in order 
to compensate for that loss of rate, but that you would not really make 
anything on that third because the increased cost would absorb the increased 
expansion? Would you please explain those two statements?—A. Yes, I can. 
At the rate of 2 per cent per month, say, the return to all of the companies, 
was $200,000 for a year. If you cut the rate to 14 per cent, naturally the return 
to these companies, the total return, would be $150,000 for the year. That is 
going tp be three-quarters of the amount of earnings that came in. Now, how 
much would you have to increase your business to get back that other $50,000 
that you have lost in income because of the cut in the rate? Does that answer 
your question? 
Q. No, it does not. 
The CHAIRMAN: I take it the witness wants to know why you use the figure 
25 per cent in the one instance and 334.per cent in the other. I see the answer. 
Mrs. Strum: I am using the figures the witness gave. 
Mr. Micuaup: That is easy. 


By Mrs. Strum: 

Q. The cut in rate was 25 per cent?—A. That is right. 

Q. And if you increased the volume by one-third— —A. That is correct. 

Mr. Micuavp: I can explain it. 

The CHAIRMAN: You tell her, Mr. Michaud. 

Mr. Micuaup: Yes; I am going to use small figures. Say there is $3,000 
of business at 2 per cent. That would yield $60 in interest. If you increase 
that $3,000 by a third and bring it up to $4,000, at 14 per cent it would again 
yield $60. That is the volume of business at the new rate of interest. 

The Wirnsss: Yes. 
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By Mr. Michaud: . 
Q. I have just one question in regard to write-offs. Do their write-offs 


have to be approved by the Department of Insurance?—A. No. That is the 


_ only thing that we do not require their approval of. 
Mr. Lesage: That is the only thing you can play with. 
The Witness: Yes. 


By Mr. Michaud: | 

Q. With regard to write-offs, is that final, or-are you still continuing to try 
to collect them?—-A. We are collecting them. 

The Witness: Mr. Cleaver, I have copies of my brief and I will ask your 
clerk to distribute them to the members. 

The CHAIRMAN: The secretary of the committee will be pleased to distribute 
them. I may say it is possible the committee may want you to return for further 
questioning. I hope that will be convenient. 

The Wrrness: I am always at the service of the King. 

The CHatrMAN: The next meeting of the committee will deal with the 
Foreign Exchange Control Bill and will be held on ‘Tuesday of next week at 
4 o’clock. 

The committee adjourned to meet again on Tuesday, os 9, at 4 o’clock p.m. 
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ORDER OF REFERENCE 
Turspay, 9th July, 1946. 


ORDERED —That the name of Mr. Gauthier (Nipissing) be substituted a i , 


~ that of Mr. Meliraith on the said Committee. 


R. T. GRAHAM, 
° 3 _ Deputy Clerk of the House. 


REPORT TO THE HOUSE 
Turspay, May 14, 1946. 


The Standing Committee on Banking and Commerce begs leave to present 


ie following:as a 
First Bavone 
Your Committee recommends: 


1. That its quorum be reduced from 15 to 10 and that Standing Order 63 
(d) be suspended in relation thereto. 


2. That.it be empowered to sit while the. House is sitting. 


HUGHES CLEAVER, 
Charman. 
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MINUTES OF PROCEEDINGS 


Turspay, July 30, 1946. 


‘The Standing Committee on Banking and Commerce met at 4.00 p.m., 
. - the Chairman, Mr. Cleaver, presiding. 


d Members present: Messrs. Breithaupt, Cleaver, Dionne (Beauce), Fulton, 
_ Gour, Hackett, Irvine, Jackman, Macdonnell (Muskoka-Ontario), Marier, 
_ Marquis, Mayhew, Michaud, Sinclair (Ontario) and Strum (Mrs.). 

_ In attendance: Mr. R. H. Mayhew, Parliamentary Assistant to the Min- 
- ister of Finance; Mr. G. D. Finlayson, C. M. G., Superintendent of Insurance, 
_ Department of Finance, and some representatives of Small Loan Companies. 


The Committee resumed consideration of Bill 140, An Act to amend the 
Small Loans Act, 1939. 


Mr. G. D. Finlayson, C.M.G., Superintendent of Insurance, Department of 
_ Finance, was called and read a prepared statement. 


The Committee adjourned at 5.30 p.m., to meet again at 4.00 p.m., on 
_ Thursday, August Ist next. 


Tuurspay, August 1, 1946. 


The Standing Committee on Banking and Commerce met at 4.00 p.m., the 
- Chairman, Mr. Cleaver, presiding. 


Members present: Messrs. Breithaupt, Cleaver, Dionne (Beaupre). Fraser, 
Fulton, Gour, Hackett, Irvine, Jackman, Macdonnell (Muskoka- “Ontario), 
q Marier, Marquis, Mayhew, Michaud, Sinclair (Ontario), Strum (Mrs.). 


; In attendance: Mr. R. H. Mayhew, M.P., Parliamentary Assistant to the 
- Minister of Finance; Mr. G. D. Finlayson, O.M.G., Superintendent of Insurance, 
- Department of Finance: Mr: Arthur P: Reid, Vice-President and General 
-Manager, Household Finance Corporation of Canada, and other representatives 
of Small Loan Companies. 


Consideration resumed of Bill 140. 


4 
: On motion of Mr. Marquis, it was 

“s Resolved: That the following briefs presented to the Committee be takep 
. as read, and that they be printed as part of the Minutes of Evidence: 

re (a) Letter dated July 9, 1946, from Chagnon and McGillivray, Chartered 
% Accountants, Hamilton, Ontario, addressed to: The Association of Canadian 
7 Small Loan Companies, Toronto, Ontario; (See Appendix “A”) 

a (b) Testimony of Mr. Arthur P. Reid, Vice-President and General Man- 
ager, Household Finance Corporation of Canada; (See Appendix “B”). 

(c) Letter dated July 29, 1946, from F. D. Tolchard, General Manager, 
The Board of Trade of the City of Toronto, addressed to the Chairman, Bank- 
ing and Commerce Committee. ( See Appendix so ut, 


The Committee adjourned at 4.30 p.m., to meet again at the call of the 


R. ARSENAULT, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or CoMMONS, 
July 30, 1946. 


§ The Standing Committee on Banking and Commerce met this day at 
4 o’clock pm. The Chairman, Mr. Hughes Cleaver, presided. 


: The CuHarrmMANn: Gentlemen, we have a quorum and we will proceed. I will 
q call on Mr. Finlayson. 


Mr. G. D. Finlayson, Superintendent of Insurance, called. 


The Witness: Mr. Chairman and gentlemen, since our last meeting I have 
- examined the memorandum prepared by the association and I have prepared 
- some comments on it. I will be able to give a copy of this to the secretary, 
but in the meantime I can read from it the points that seem most to need 
attention. I want to say, first of all, that I think the memorandum prepared 
by the association is a useful contribution to the work of the committee. 
I believe the association has been formed with a view to encouraging good 
lending practices among the licensees and we in the department have had — 
evidence that, to some extent at least, this object is being attained. The 
_ administration of the Act from the department’s point of view has been greatly 
~ facilitated by the willingness of licensees to adopt suggestions made by the 
_ department’s examiners and by their readiness to make any adjustments found 
_ to be necessary as a result of inadvertent errors in charges made to borrowers. 
- While some of these comments that I will make may appear to indicate that 
there still remain practices to be modified or discontinued, it must not be 
_.assumed that those practices are common to all lenders. At the same time we 
. cannot overlook the effect of competition in accounting for the spread of 
- practices, some of which threaten to lead to a violation of the provisions of 
~ the Act. 
‘ As stated at the opening of the proceedings. of the committee, the depart- 
~ ment has regarded the report of the committee of 1938 as a direction to observe 
} closely the experience of the lenders, to ascertain whether the rate of 2 per 
cent per month is adequate, inadequate or excessive to provide a reasonable 
return on the capital invested, and to advise the minister if and when the time 
arrives that a reduction in the maximum rate is justified. It may be that we 
have misconceived the functions of the department in this respect. If so, we 
would welcome an indication from the committee that we have overstepped 
the mark. The report of 1988 said as to rates:— 
, Finally, the rate of 2 per cent a month recommended in the draft 
3 bill must be regarded as an experimental rate. In this relatively new 
a field of finance, procedure has to be largely by way of trial; if error 
a is made by naming a rate too low or too high, it is subject to correction. 


The difficulty we have found is in determining who should be looked to for a 
- suggestion for correction if the rate is too high—the lenders, the minister, parlia- 
ment or the department? We have considered that probably the initiative in 
that respect lies at the door of the department. 
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We have also before us the opinion expressed by Mr. Leon Henderson a 
referred to by Mr. Duff in his evidence on the 4th instant at page 19 of the © 
proceedings—who appeared before the committee in 1938, and at page 76 of i: 


the proceedings of 1988 stated:— 


I had an opportunity under NRA. to see what the code of ethics 
is in practically all American business. 


I may say that Mr. Henderson was about that time in the service of the National 


Recovery Administration. Continuing:— 


I can say unqualifiedly particularly from my close association with 
the lending business, that if anything the lending companies exceeded 
American business generally. They had found probably that it was 
good business, and they had found they were under a stricter pressure. 
They were under almost constant legislature restriction of course, 
because of their high rate, and if I may say so, I do not believe that they 
ought ever to get to the place where the public official takes his finger 
very far away from their neck. I think that is a very good thing. 


And further, in answer to a question as to the security obtainable for 
small loans (page 79) he said:— 


I came to the conclusion that the best way to beat the game, if vou 
ever wanted to, was to find some way of tapping the general flow of 
wages and vesting your security in the honesty of the common, ordinary 
person. His reliability with regard to payment and his guarantee of 
payment is probably the best security in the world today ... The 


dependence mainly is on the fact that the person has to have the money, — 


and is reasonably grateful to be able to borrow it in a quiet, decent, 
businesslike way; and he is very anxious to keep that credit. To my 


mind, it is very difficult for most of us to get down and understand the 


real service which a small loan company performs. 


Now, that is all preliminary to some of the comments I -would make on 
the association’ s brief. 

I would refer first to page 2 of Mr. Duff’s brief. ole paragraph 3 at the 
bottom of the page it is stated that the number of employees required for a 
given number of accounts is fairly constant throughout the industry. My 
impression is that there is considerable variation among the lenders in the 
average number of accounts that can be eared for by an employee in a branch. 
It has been accepted by some companies that 250 or 300 accounts are a reason- 
able average, while other companies attain a figure at least 50 per cent in 
excess of that number. There is probably no business in which the efficiency of 
the individual worker and ingenuity in devising systems has more scope than 
the small loans business. There is a still greater disparity among lenders in 
the average salaries and directors’ fees per loan account. The average for 


small loans companies for 1944 was $3.54 with minimum $3.23 and maximum ~ 


$6, while for moneylenders the average was $5.35 with minimum 56 cents and 
maximum $19.72. 


On page 3 the question is asked, ‘What is the aim of bill No. 140?” The 


aim is not, as is suggested there, to increase borrowing. We would gladly see 


borrowing reduced. The aim of the bill is to permit persons compelled to 
borrow, to do so at the lowest possible rate consistent with fairness to the lender. 
The analogy to the retailing. of consumer goods suggested on that page is 


probably not well-founded. There is little difference between the products in — 


the small loans industry. The important thing is the cost of the loan and it 
is safe to say that that is what most impresses the borrower. 


On page 4 it is stated that the effect of the bill will be a monopoly. I © 


should rather expect that there is more danger of a monopoly without the bill 
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, than with it. A large proportion, 75 per cent or more, of the small loans in 
Canada are now made at rates below 2 per cent per month and that. fact will 


ing at the fave rates so long as the other lenders try to carry on at the higher 
rates. The latter will be inclined to spend more and more money for advertising 

in their effort to maintain their position. This will mean lower profits and 
evenutally the disappearance of some of those lenders from the field. A 
reduction in the rate is the best advertisement and the cheapest. 

On page 5 the question is raised, “Should a contract for 24 months be at a 
lower rate than a contract for 15 months?” The Act now provides for a lower | 
rate for the longer term, the maximum for 24 months being 12 per cent per 
month as against 2 per cent per month for 15 months. If the bill becomes law, 
the corresponding rates will be 13%; per cent for the longer term and 14 per cent 
for 15 months. With a rate as high as any of these rates, it is desirable that the 
borrower should be encouraged to repay the loan in a short a period as possible 
in order to relieve himself from so heavy a burden. The shorter term means, of 
course, a larger monthly payment and the break in the rate at 15 months is 
maintained to lessen the burden for borrowers compelled to adopt the longer term 
for the sake of getting a lower monthly payment. The department is not able 
to confirm the statement made on this page that the rate of loss is greater in 
the longer than in the shorter term loans. 

On page 6 it will be noticed there is a marked difference between the United 
States rates and the Canadian rate for small loans. Out of 34 States dealt with, 
32 permit rates in excess of 2 per cent: per month and in 2 States rates as high 
at 34 per cent per month are permitted for all loans. One reason for the lower 

Canadian rate is the lower rate of loss among Canadian lenders. Mr. Bunce. of 
-lowa in his evidence (page 172 of the 1938 proceedings) stated that in 1933 loss 
from bad debts ran to 11-3 per cent of loan balances but at the then present 
time, 1938, it was approaching 5 per cent on loan balances. At that time the 
rate of loss among the Canadian small loans companies was for the 4 years 
1934 to 1937, -27 of 1 per cent. The total net realized averaged loss for these 
years was $9,547 on average yearly balances of $3,584,276, or an average loss of 
-27 of 1 per cent of loan balances outstanding. That is, the loss was slightly 
over one-quarter of 1 per cent of the loan balances. Mr. Henderson, in answer 
to a question as to whether a loss of 3 of 1 per cent would be regarded as large or 

small, replied (at page 106) :— 
It would be small for licensed companies. Probably the only time 
I have seen them use that was when they were trying to sell some of 

the securities. 


and he stated that the difference between 4 of 1 per cent in Canada and 5 per 
cent in the United States might well justify a lower rate of cost in Canada. 
The rate that I have mentioned’, -27 of 1 per cent, was during the depression 
period 1934 to 1937. The following figures show the actual figures for that 
period and for all lenders during the past four years:— 


Small loans 


Net amounts written off 
Smal] Loans Companies 


Outstanding . Recoveries of 

Year balances bc, Ww As offs 
JR” ISS ak eA aS SNe 2. 353, 862 5,886 

ROSS ON FOR own vb Se ee Mock 2,962,580 30,658 13,671 
BOE Be ics, pees Ce ae Aa 4,145,066 29 393 16,673 
DERE Akay, Reds Kh he leben ere See 4,875,596 31,941 16,223 
ee RN ie TERS CA ORS RE CR 13,124 

ST TEI ae eget Saas Sapa ar IE PR ne = 14,337 5104 97,878 59,691 


Write offs less recoveries, $38,187; per cent of balances, 0-27. 


44 | - STANDING COMMITTEE 


Small Loans Companies 


Outstanding | ; Recoveries of 
Year balances Write offs nae offs 
$ 

re Eo BY OAR Saami hk ARAN URNA SA 7,557,414 27,608 

RST SALOME Sun OIE NOH LR at ea uae San 8,485,590 30,602 26,218 
OS | ire MG wore A a lat Sate gas 9,768,506 29,866 23,401 
HRS We Reig “Othe atc ae ER IM Raat 11,548,303 43,429 20,285 
LOG: ry Ss ee aa cee aa Camere Lae a 20,2114 
MOGI Ts eck UL ae Se Oho 37,359,818 131,505 90/118 


Write offs less recoveries, $41,387; per cent of balances, 0:11. 


Money-Lenders 


$ $ $ 
EES: os Cia Ne RAP PL ULF ir aol 8h a 4,187,319 35,303 
SE i 250% hilo Geka oildils ht ae Ohl s ame Mees 4,696,545 50,054 8,961 
BEI tas Nei bien: cit om WEsua te WRC SARL a - §,231,360: 61,248 17,197 
EEA Nore ke oui ove’ aes a ROS eikae anus 5,785,003 61,602 21,850 
Es ceaiaials bois s(n ieee em wne wee ‘ ~ 22,068 
SEOEAUS SU ialva: Gis Sins ts uly cueconmoee te eevee ay 19,900,227 208,207 70,076 


Write offs less recoveries, $138,131; per cent of balances, 0:69. 


All lenders (1941-45 


$ HD $ 
SMa oans Wompames “ec. cee iam awe 37,359,818 ° 131,505 90,118 
NIGHO VASO COTS ('5) ya Wsckaieie'as cle y aianerate eielerwee 19,900,227 208,207 70,076 
Totals hie te, care Vee en 57,260,045 339,712  —-160,194 


Write offs less recoveries, $179,518; per cent of balances, 0°31. 


As will be seen, for the small loan companies the average write-off for the last 


four years was -11 of 1 per cent of loan balances. I should explain that in 


getting at those figures we have taken the outstanding balances for the years 
1934 to 1937 and 1941 to 1944 respectively, the write-offs for the same years 
and the recoveries for the following years; because as a rule, recoveries are 
made in the year following the year of write-off. The moneylenders were not 
operating under our scrutiny in 1938; but it will be seen that for 1941 to 1944, 
the write-offs less recoveries, were -69 of 1 per cent of outstanding balances; 
that is about two-thirds of 1 per cent. Or combining the small loans companies 
and the moneylenders for that period, 1941 to 1944 inclusive, we have an 
average of -31 of 1 per cent. 


By Mr. Irvine: 


Q. May I ask a question there. Do moneylenders under this refer to 
banks?—A. No. We have no knowledge of the banks’ operations ‘at all. 
@. What do you include under moneylenders?—-A. Moneylenders are lenders 


incorporated mostly under the laws of the provinces and not by parliament. 
The small loans companies are those three companies that have obtained special ' 


Acts from the parliament of Canada. They have been operating in Canada 
since 1928, but we have known the other class officially only since 1939. 

On page 7 the loaning by chartered banks at a rate of 6 per cent per 
annum is referred to on this page and it is stated’ that only selected credit: risks 
qualify for such loans, but it is probable that the most select credit risks are 
those whose need for loans is the greatest (see Mr. Henderson’s opinion on page 
79 of the 1938 proceedings quoted above). It is questionable whether the bor- 
rower who has been dragooned into borrowing by persistent advertising has the 
same sense of responsibility in making repayment as the borrower who is 
compelled by an emergency threatening health or security to seek a loan. 
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I have here a sample of advertising which has come into the department 
_ with a complaint from the person to whom it was addressed. This is an 
extract from a mimeographed circular addressed to a group of professional 
_women:— ~~ 
| Have you Ever Come Home From Your Duties With That Tired 
Feeling? 
Want to know a sure cure? Here it is:— 
Check over your wardrobe and decide to buy a whole new outfit. 
Gaze at your apartment critically and think how nice new drapes, 
_ a coffee table, and a re-upholstered sofa would look. Reach for the 
phone and make an appointment for a new hair-do. 
Wouldn’t it be grand to do all these things? 
Wouldn’t that tired feeling disappear like magic? 
But the problem is how to do it with what money. 
That is where we come in...... 


q Now, the comment made by the person who received this circular was that 

at that time—this was at the beginning of this year when every person was 
being asked to curtail demands for unnecessary consumer goods—it was not in 
the public interest that inducements such as this should be held out. I think 
this advertisement is well prepared; but the question is whether the aim is 
appropriate to the conditions surrounding the issue. 
On page 8 the rate charged for loans by credit unions is stated: on this page 
to be generally 1 per cent per month on the balance outstanding. 
| Credit unions had their start in Canada in the province of Quebec (Les 
Caisses Populaires) and later extended to the province of Nova Scotia; in 1942 
those two provinces accounted for 70 per cent of the crediti union members and 
65 per cent of the credit union loans in Canada. Mr. (now Senator) Cyrille 
Vaillancourt in his evidence before the 1938 committee stated as to Quebec 
(page 141) :— 

The interest rate charged ° varies from 4 per cent to 7 per cent, the 
average rate being 5 per centi. . 


Mr. Hacxert: Always substantial endorsers. 
_ The Wirness: He did not say that. 
Mr. Irvine: Has this anything to do with credit unions? 


The CHarrMAN: I wonder if it would not be wise for us to permit Mr. 
Finlayson to make his statement and then we will have questions asked. 


The WITNESS: 
~ No commission is charged on renewals and interest is charged every 
month, based on the actual amount outstanding only. 


_ andhe gave as an example a twelve-month loan of $120, repayable $10 monthly, 
the monthly charge for interest at 6 per cent annum or one-half of 1 per cent a 
month, varying from 60 cents for the first month to 5 cents for the last month, 
or a total of $3.90 for the whole term of the loan. Professor A. B. MacDonald 
of the extension department, Saint Francis Xavier University, Antigonish, N:S., 
stated (page 232) :— 

I should say the average rate on loans in the province of Nova 

Seotia would be between six and seven per cent per annum. 


It is true that the Credit Union Acts, more or less uniform, provide for a 
- maximum rate of 1 per cent per month or in some cases 12 per cent per annum. 

On page 9: the recent reductions in rates by some Canadian lenders are 
described as “still in the experimental stage’ and it is suggested that conditions 
which made them possible in 1945 are already disappearing. While operating 
costs may, with the gradual removal of controls, increase during the next few 
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years, although that is not inevitable, it is safe to say that the increased volume 
of loans made by lenders at the lower rates and the lower rate of overhead 
expense resulting therefrom will offset any increase due-to a rise in the cost — 
of living index. 


On page 10: the opinion is expressed on this page that the enactment of 
Bill 140 with provision for a maximum rate of 14 per cent will “breed resentment, 
suspicion and outright antagonism on the part af Canadian business generally.” 
It is, of course, hard to prove that this forecast is well-founded but from 
correspondence reaching the Department in recent years it appears that there 
is more ill-will created by seductive advertising such as that just mentioned, 
designed to encourage unnecessary spending, than is likely to be produced by a 
- moderate reduction in the cost of loans. On the same page reference is made 


to the economic conditions prevailing in Canada from 1941 to 1945, making for 


lower debt losses “since most families had adequate incomes and few debts,’ 
and this raises the question why under those conditions so large an increase 
has taken place in small loans made and outstanding: — 


Outstanding small loans balances 


Small loans Money- 

companies lenders 
OWNS tccaig Gravee sia aes Na wa eae Meotons Mae ie Wek wares $ 7,557,414 $4,187,319 
1 RANTS “eather erty MD Gel ONE Per ACR Ay RE Pun R 13,354,950 7,074,240 


It may be that advertising is partly at least responsible. 


On page 11: the rising operating expense at the present time is attributed 
here in part to higher salaries, rentals, cost of advertising, and bad debt losses. 
As I pointed out in my evidence at the beginning of these proceedings, the 
item of salaries in the annual statements of the companies evidently includes 
some measure of withdrawal of profits. This is apparent from the table given 
below with reference to the present returns to lenders dealt with in the Associa- 
tion’s brief. Advertising costs are and have always been on a very high scale 
and there is as yet no evidence that the net rate of realized loss from bad 
debts is likely to increase. 


On page 12: it is stated that the highest net profit earned in 1944 by any 
of the three small loans companies was 5:54 per cent of employed assets and 
that the average net profit. of the fifty money-lenders was 2:74 per cent of 
loan balances. The 5:54 per cent rate is produced by applying the 1944 net 
profit of the largest small loans company to the total assets of that company; 
namely, $587,719 and $10,623,668 respectively, but the latter figure includes 
all borrowed money while the former is arrived at by deducting as an expense 
$57,856, which is the interest paid on money borrowed in Canada, $1,250,000, 
which would indicate that the balance borrowed from the controlling company 
in the United States, $2,727,812, only is regarded as capital; deducting $1,250,000 
from the total assets there is left $9,373,668 as the capital employed, on which 
the rate of net profit is 6:26 per cent. The rate of return .on the money-lender’s 
investment is produced in a similar manner. The balances of small loans 
outstanding, $5,785,003, are set against net profits on small loans of $158,615, 
but here again the said balances include borrowed money and the net profit is, 
after charging interest on borrowed money, of $176,219, making with the net 
profits a total of $334,834, or 5-79 per cent of capital employed. If in both 


the above cases the capital employed is taken as the balances of small loans — 


less borrowed money apportioned thereto, the corresponding rates of return are 
6:94 per cent and 8:53 per cent, respectively. It is apparent that the brief on 
this page repeats the error noted in the evidence of Mr. Bunce of Iowa in 1938 
in computing net profits after interest. on small loans in that state. A statement 
of the source of this error will be found in the 1938 proceedings, page 396. 
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It is stated also on page 12 that twelve money-lenders showed an actual 


operating loss in 1944. Some items of the revenue account of those twelve 


companies are given below:— 


1944 
Income Charged to Charged as 
nes salaries and Net profit 
vat ae Earned advertising directors’ fees . 

Oo. | | |] SH 

Small Other Small Other Small Other Small Other 

P loans loans loans loans loans loans loans loans 

$ $ $ $ $ $ $ $ 

| PLAT ava ene) Meee 27,382 19, 264 2,545 540 10, 753 2,281 — 364 5, 024 
bi SAS Ren ei ae 10,416 11,018 1,229 327 f 5, 266 — 250 166 
BAR Sag ee BRR oe 1,440 61 cS Ned BAe eee Aas 180" | Ae ow — 356 61 
WSR. Ce te os 6 TOS. Sele 21% BO pe NAN ay cag 3,991 4,109 — 2,382 4,319 
aA, ee ie ted 3,424 1,227 38 253 1, 636 7 —1,613 —1,319 
RO Oth OR RE RE: 3,665 42 ba RRO 5 ae a TIR20, Pica sac —778 42 
GF Heavies Ba Pas 15, 681 Goa ERE wires) Oe FOR CATE ena — 683 8 
Da a ett god 4 iybee 1,586 1,307 13 5,482 609 —3,064 — 5,286 
BR RTE Vga 7,185 7,022 1 Ob By 3,101 3,027 —1,041 1,410 
EE ee ks eet ices 10,776 1,197 1, 673 319 4,871 2 — 1,468 — 544 
BREE, Cee ei 2,907 MN ys 5 ca Re deat esc 4,161 313 —3,139 —1,278 
1 Rp LAL aE MS 834 10, 291 14 176 234 2,886 —137 4,391 


Totals....| 96,935 51, 938 10,519 1, 628 46,823 19,989 : —15,275 6, 994 


It will be noted that the income on small loans was $96,935 and the charge 
to small loans for advertising $10,519, or 10°85 per cent of the small loans 


“income, and the charge to small loans for salaries and directors’ fees $46,823, 


or 48-30 per cent of small loans income. The average charge to small loans for 
advertising by all 50 lenders in 1944 was 8:97 per cent of the small loans income 
and the average charge for salaries and directors’ fees 30:95 per cent of small 
loans income. Had the twelve companies in question limited themselves to these 
percentages instead of 10°85 per cent for advertising and 48-30 per cent for 
salaries and directors’ fees, they would have earned a profit on small loans of 
$3,371. 

It is probable that the charge to salaries and directors’ fees includes an 
element of withdrawal of profits; see, for instance, No. 11, in which income 
earned on small loans was $2,907 and the amount charged as salaries and 
directors’ fees $4,161. 

The corresponding figures for the same twelve companies in 1945 are given 
elow :— 


1945 
Income Charged to Charged as 
Hae salaries and Net profit 
C ompany Earned advertising Athdanaue ie es. 
O. i ee EVM AE, EE (ER AR ONE 8 RE LAY, TUE EY OUND CA vale We period RA Eva? PEDAL ESL ls 
Small Other Small Other Small Other Small Other 
loans loans loans loans loans loans loans loans 
$ $ $ $ $ $ $ $ 

Mee eT eee oc TL 26, 575 16, 285 2,326 47 12, 232 250 308 7,856 
AX, iat San Tae Saas 10,38 9,338 1,119 262 3,181 OFA) 772 —797 
7 ee Ee ee epee Pas tole tt Gao ee BOT ey tite oe. le. EY Ge an nate 993 36 
GRR eae at, Cana TOM oie hin ss pag Ug mea ak 3,592 4,508 + 2,723 5,274 

ce ah eete oo ced 7,345 6,995 1,086 1, 086 2,058 2,058 374 
eben eek st odie oe 4,154 55 ALS IN Se yee ig LOZ cla: Seka & —470 55 
(APTN 5 Sieh aL aed 16,714 1 TD GR Tite auntie oe B095 optic aie tex, — 522 1 
Dadok NO par aes 7,016 3,007 716 307 3,378 1,462 93 21 
OE ri one do Meier 8 8,143 8, 562 ys aa | Sa Raa 3,437 3,126 —515 1,721 

Lc tg Aa ies ae 9,482 2,709 1,977 624 2,441 689 69 
nt Lee Sete ee eaten 3,795 VE Se Gas | i a 2,364 AST Pek eer loys vile aaa eats 
BA Se Sex clicks oe ck 564 5, 874 Ly 114 564 3,856 — 256 362 


Totals....| 105,230 53, 068 10, 752 2,440 42,441 21,320 | —1,877 14,782 
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It will be noted that the income on small loans was $105,230 and the charge 
to small loans for advertising $10,752, or 10:22 per cent of the small loans” 
income, and the charge to small loans for salaries and directors’ fees $42,441, 
or 40-33 per cent of small loans income. The average charge to small loans 
for advertising by all 50 lenders in 1945 was 8-93 per cent of the small loans 
income and the average charge for salaries and directors’ fees 30-07 per cent 
of small loans income. Had the twelve companies in question limited them- 
selves to these percentages instead of 10-22 per cent for advertising and 40:33 
per cent for salaries and directors’ fees, they would have earned a profit on small 
loans of $10,276. 

On page 13:The question of the constitutionality of the Act is dealt with; 
this question was explored at great length by the 1938 committee. The depart- 
ment itself was at that time not clear as to where the line of division between 
the fields of jurisdiction of dominion and provinces, respectively, was to be 
found. This point is referred to in the department’s report for 1986, pages 6, 
70, 76, and 117; a number of relevant legal decisions are found on pages 77 
to 118; on the latter page there is given Mr. Justice Greenshields’ statement 
in the Superior Court of Montreal in the case Middleton v. Silver Plan, Limited. 

I was not able to get the official report of that decision, but a report taken 
from the Montreal Gazette quotes the court as saying:— 


With much care, the company’s counsel has submitted a very able 
statement all going to show that under the Civil Code of this province 
there is no law against usury. 

The legislators of Canada nay or may not hove been aware that 
usury was not covered by the Civil Code of this province. Whether 
or not they had that knowledge, they proceeded to legislate upon the 
matter and they enacted a statute, The Money-Lenders Act. 


* + % * 


The defendant baptized the transaction as a contract of sale and 
denied it was a contract of loan but the affirmative statement does not 
make it a contract of sale, nor does the denial that it is a contract of 
loan make it anything less than a loan if the whole transaction is nothing 
but a disguised loan. From beginning to end the whole transaction 
was an advance of money for a specified time, with the obligation to repay 
at an usurious rate of interest. 


Convictions have been secured in the following cases under the provisions 
of the Small Loans Act:— 


Ida Geller, in the District Judges Criminal Court in Sudbury, Ontario, 
in 1941 - 

J. E. Boyd ‘and L. E. P. Jones, in the Magistrates Court, Ottawa, in 
1941 and 1942: 

Traders Discount Corporation, Stephen T. Doughie and C. A. Hallbert, 
in the County Court, Winnipeg, in June, 1946. 2 

Action against W. T. Short, in the Magistrates Court in Ottawa, in 1942, 
was dismissed. 


A copy of the reasons for judgment in the Geller case is to be found on page 
51 of the department’s report for 1940. In this case at least the question of 
constitutionality was raised and disposed of by the court in favour of the 
dominion’s jurisdiction and there was no appeal from that decision. 

The brief suggests on page 15 that a sub-committee of the lawyer members 
of this committee investigate the question of constitutionality and report back 
to the committee. To this or to any other suggestion best designed to deter- 
mine where jurisdiction in the matter lies the department can take no objection 
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but it is not apparent that a report by such a sub-committee would necessarily 


prevail against the declarations of the courts. The department has proceeded 


on the assumption, after the full investigation in 1938, that the dominion has 


jurisdiction; it realizes that no doubt on the question should be allowed to 
remain so that, should at any time supervision become distasteful to any lender, 


the question of authority in the administration might be effectively raised. 
It is not desirable that supervision should be exercised merely on sufferance or 


;, by consent to be discontinued when any supervised operator thinks the right 


time for doing so has arrived. 


Page 16 
Among the suggestions made for amendment of the Small Loans Act on 
this and following pages are the following:— 
Discontinuance of duplicate bookkeeping at the head offices of the 
lenders. 


No doubt some saving could be effected if this were done but it would 
make necessary an examination by the department at every branch and the 
increased expense of supervision which is apportioned and charged. to the lenders 
would go far to counteract any such saving. The head office of such an organiza- 
tion is naturally looked to as the place to find the financial results of 
operation. . 

It is questionable whether it is desirable to permit loans to be made with- 
out monthly repayments. Should that course be permitted, it is likely that 
loss from bad debts would increase. An obligation to reduce the indebtedness 
at approximately monthly intervals is helpful to both borrower and lender. 
Page 16 

It is suggested that the present ministerial policy of refusing licences 
for reasons not set forth in section 5 (2) of the Act should be examined. This 
probably refers to the departmental practice since 1941 of withholding the 
issue of licences to applicants entering the field for the first time since December 
31, 1939, this policy having been considered consistent with order No. 225 of 
the Wartime Prices and Trade Board respecting consumer credit and instalment 
buying. The reasons for deferring action on such applications have been stated 
as a rule in the following terms:— 

Since the coming into force of the Wartime Prices and Trade Board 
order in 1941 respecting consumer credit, applications for licences under 
the Act are not being favourably considered, it being felt that to do so 
would. tend to expand credit facilities in respect of instalment sales and 
loans which the order was purposely designed to restrict. 


It is suggested also that complaints of violations of the Act made to the 
department should be promptly investigated and appropriate steps taken in 
respect thereof. I am unaware of any complaints of the activities of unlicensed 
lenders which have not been investigated and proper action taken. Lenders 
have been encouraged to bring irregularities to the attention of the department. 
This suggestion may be prompted by a complaint made in one case against a 
licensed lender, without a definite charge but with a narration of suspicious 
circumstances, by another licensed lender. 

I-may say that in that case the implications were examined into by the 
department and no action deemed necessary. If it is desired to have all the 
facts placed before the committee, I would suggest that the complainant and 
the accused lender be asked to submit the facts to the committee. I am satisfied 
that the accused is as anxious to have the matter disposed of to the satisfaction 
of the committee as is the plaintiff. 

The department has no knowledge of having ruled that a lender may not 
vary the rate of loans in different localities or that a ruling on such a question 
has ever been requested. The Act fixed a maximum rate of cost of loan and 
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there is nothing to prevent any lender from charging a lower rate of cost in ~ 
any locality in which conditions justify such action; needless to say, arbitrary 
discrimination in rates not justified by conditions. should. be avoided. 

Page 17 . 

Section 32 of the Loan Companies Act, respecting the creation of preferred 
stock, is referred to. This reference probably arises from an application from 
a company to make such an issue with a view to reducing taxation. Full 
details will be submitted to the committee if desired. 

Page 18 

It is suggested that the reduction in the cost of loan from 2 per cent per 
month to 12 per cent per annum after final maturity date should be eliminated. 
That refers to a provision in the Act which says that after the final instalment 
date has arrived, the rate of 2 per cent is reduced to 12 per cent. This is 
linked up really with the provision requiring a lower rate than 2 per cent per 
month for loans for terms longer than fifteen months; obviously the latter 
requirement could be nullified by a loan for 15 months or less being indefinitely 
prolonged by action of the lender. 

There should also be considered the practice of some lenders of encouraging 
as made to “new” borrowers (not previously on the lender’s books), “repeat” 
to on pages 114 to 117 of the Department’s Report for 1936. It has been stated 
to the department by some lenders that they disapprove of that practice but 
have been compelled to defend their position and to adopt the practice through 
stress of competition from lenders following that course as a general practice. 

~The annual statements made to the department show loans made classified 
as made to “new” bororwers (not previoulys on the lender’s books), “repeat” 
borrowers (with former loans fully repaid), and “current” borrowers (with — 
loans still outstanding), and it is perhaps significant that the chief development 
has been in the latter two classes. Loans to ‘new’ borrowers have from 1940 
to 1945 decreased in percentage of total from 48 per cent to 25 per cent, loans 
to “Tepeat” borrowers have increased from 16 per cent to 26 per cent, and 
loans to ‘‘current”’ borrowers have increased from 41 per cent to 49 per cent. 
This may indicate merely satisfactory treatment of borrowers by lenders. On 
the other hand, it may indicate the effect of solicitation for increased loans. 

On page 19, the Brief asks whether the department’s practice in exercising 
control over advertising does not amount to a regulation of business and not 
merely the protection of borrowers from excessive rates of charge on. money 
borrowed. This may refer to the following memorandum for licensees regarding 
advertising, dated April 5, 1940. 

Re ADVERTISEMENTS 


Considerable correspondence has passed between licensees and the 
department on this subject and objection has been taken by the department 
to certain features of advertisements and circulars. 

In order that all leensees may be advised of the department’s 

suggestions, this memorandum has been prepared:— 

1. The Act is not an Act of the Dominion Government. Governments 
do not ordinarily legislate. The Act is an Act of Parliament and 
if referred to should be correctly described; 

2. The rates of cost are not fixed, authorized or approved by the govern- 
ment. Certain maximum rates are authorized by The Smal! Loans 
Act, 1939; 

3. Several states on this continent fix, Bnd several licensees under this 
Act charge, rates of cost less than the said maximum rates. Great 
care should therefore be taken before using such expressions as 
“Lowest rates available.” Superlatives in any case are dangerous; 

4. Advertisements should not attempt to estimate the total cost in dollars 
of any loan unless it is clearly stated that such estimate is based 
on the assumption that all payments called for by the contract are 
made when due; 


_ eS 
r 


BANKING AND COMMERCE 51 


a4, 


5. If licensees loan in amounts over $500 and advertise such loans, no 
reference to the licence should appear in such advertisements, whether 
or not loans of $500 or less are referred to. This ruling will apply 
also to the advertising of any other portion of the company’s business 
which is not regulated by the Act. é 


a No further formal ruling has been made on this subject: but many points 
have arisen in correspondence with lenders as to the desirability of certain 
_ features of advertising being continued. The views of the department and 
_ the lenders in question have been fairly well reconciled as a result of such 
- correspondence but the consideration of the committee to any cases of disagree- 
_ ment is invited by the department. There is also attached the provision in 
_ force in Great Britain in respect of advertising by small loan lenders. 
. On page 22 the brief states that with the passing of this bill lenders might 
_ refuse to*make loans for léss than $100 or might refuse to operate offices in 
- communities where the potential volume is small; the alternative would be their 
_ withdrawal from the licensed lending field. It is safe to say that there is little 
likelihood of any of these courses becoming necessary. 
In 1938 the same fear was expressed. Up to 1940 the only lenders under 
_ dominion jurisdiction were the three small loans companies and none of those 
_ three companies showed any loans of less than $50 and in 1939 the three com- 
_ bined showed as made 22,471 loans of less than $100 for a total amount of 
— $1,601,977, while in 1940, the first year of the operation of the new Act, the 
- same companies made 6,297 loans of less than $50 for.an amount of $190,590 
and 29,678 loans of $50 to $99 to an amount of $1,888,927. The corresponding 
figures for 1945 are for all lenders: — 


* 


C \ ‘ a 
= ss ; ‘ 
y «S “ yl ¥ *. Bie» 
2 SAE are 


= Small loans companies Number Amount 
; Oe PUTA. SMR so dA acl tity TONEY Sse. w: att Go hel Mwhal's lp al pBbaane) Weal np 7,731 $ 246,085 
SN as IA ES RTPA. See Se eRe SIN AL Re ah ele 40,121 2,519,942 
Money-lenders 
PORN ENGL TDP SL ges tags eater ma NM isa los’ soda’ w lapwrepandrg aah oy Sirsa hig 3,183. 97,675 
PB IO ue iia ant ces cists Seley oy Man wc fo (ualigt ese iby ged wl ae fate wha 17,945 1,119,664 
Both combined 
Me AUR MINS ho grkr TE 2.2 came a Mat giete V1 Gey B Bsale GNgLp ne asbualla 10,914 343,760: 
BSR as, Eh YL, tle RT Nest ssteh ie Seiad e, «/s sllareh alter WANE oe hay 0d 58,066 3,639,606 


q There is no doubt that with a reduction in the rate less emphasis will be 
- placed by lenders on the smaller loans but it is doubtful whether any lender 
_ will refuse to make the smaller loans when applied for, for the reason that a 
~ small loan may all too easily develop into a larger loan and an initial loss be 
recouped later on. 
¥ The reduction in the rate will largely eliminate the necessity for advertis- 
- ing and with the increased volume of lending the overhead expense will become 
less. In Great Britain there is a rigid limitation on the extent of advertising 
that such lenders can pursue; briefly, in the absence of a written request 
therefor a lender is prohibited from sending to any person any circular or other 
- document advertising the lender or containing an invitation to borrow money, 
and is prohibited from publishing in any newspaper, any advertisement other 
- than one giving the address at which he carries on business, a statement that 
_ he lends money with or without security. And the highest and lowest sums that 
he is prepared to lend. 
- With advertising limited in this way, it is probable that a charge of 1 per 
~ eent of income will cover that item of expenditure and with a reduction of over- 
head administration costs the business on the new basis will yield a profit. Assum- 
ing, for instance, an advertising charge of one per cent of the income earned 
on small loans and a charge for salaries and directors’ fees only to 25 per cent 
of such income, the money-lenders as a whole, should earn on the new ‘basis 
on small loans 14-34 per cent of net income or 8-59 per cent on paid capital and 
balance of profit and loss. 
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Effect on Earnings of a Reduction in Rate 

The following statement gives some idea of the effect on money-lenders 
of a reduction in earnings on small loans as a result of a reduction in the rate of 
cost of loan to 14 per cent per month. In the case of one company now charging 
12 per cent per month this will be a reduction of approximately one-seventh of 
present earnings and in the case of the other money-lenders of approximately 
one-quarter. This loss in earnings can be compensated for by a drastic reduc- 
tion in advertising costs and a moderate reduction in salaries and’ directors’ fees. 
Assuming that no other economies are possible, the following shows the earnings 
on the new basis and the percentage thereof on small loans income and on 
combined paid capital and profit and loss: 


Reduction from 2 p.c. to 13 p.c. per month | 


1945 One Company Others Total 
$ $ aay $ 
HarMeavon Small loans. 4) Oe ea ee eae 743, 876 661, 496 1,405,372 
Dednet Wiech ee: SMUT GN OLN cyt Vik 106,267 [eo lenny 106, 267 
PE VORUCH Ah fe) NO Mute o tN ALU Naas Pe eee aCe a ok wy aie 165, 374 165, 374 
SCUCHR IRCOME it OR Oe ee as SA 637, 609 496, 122 (1)1, 183, 731 
PROWORTISIEG cous ar Oi oes Bite angi Cl taap Ca UM ta a 82,925 42,540 125, 465 
See ia see er Paine NOME SIME INC tA ra eS, alin eae 76, 549 37,579 114, 128 
6,376 ° 4,961 (2)11, 337 
Salaries and directors’ feeS........0.-ccssceceeeeeeees 226, 078 196,476 499, 554 
GSS ee ee ee Cal fateh Naver aca aula Aci aU LI aa tee 66, 676 72,445 139,121 
159, 402 124,031 | (3) 283,433 
Adlother expenditure... 6s PO. ie ea 356, 768 341,715 °% 698, 483 
Less recoveries of write offs. ............05 RA ae ea £1332 10, 736 22,068 
_ 845, 436 330,979 (4) 676,415 
Reduced expenditure [(2)4+ (8)+(4)]..............0... ee 511, 214 459,971 (®) 971,185 _ 
BRO (Shy are Ba Cee ee i oN ete 126,395 36,151 (8) 162,546 
Paid capital (apportioned to small loans business)..... 337, 000 1,371,000 1,708, 000 
Profit and joss. .(smalt loans) i.) 36. Woe nes a 114, 060 69, 985 ~ 184, 045 
Total capital plus profit and loss.............0eseee0- 451,060 1,440, 985 (7)1, 892, 045 
p.c. p.c. p.c. 
POT ce WOOL a sig Coie was cia'e ale ithe anenah tele costo ae 19-82 7-29 14-34 
PVOOE TD COL Ms ka 68's Gh oe aie sip wines Fete (a) 28-02 2-51 (a) 8-59 


(a) This company issued capital stock at a premium of $375,000. Treating this amount as capitaland 
apportioning it as above these percentages are reduced to 17-95 p.c. and 7-58 p.c. respectively. 


The Cuarrman: Gentlemen, I fear we are going to lose our quorum. Shall 
we adjourn until 4 o’clock on Thursday afternoon? The Household Finance 
Corporation have indicated that they would like to make a presentation; and I 
think it would be well for members of the committee at that time to decide 
whether we should continue our studies in view of the terrific pressure of work 
in the House and in other committees. 


Mr. Hacxert: You will recall, Mr. Chairman, that the Radio Broadcasting 


Committee has issued an order, an invitation or a notice for sittings at, I think © 


it is, from 10 o’clock to 1 o’clock and from 4 till 6 p.m. on Thursday and Friday, 
in an effort to finish their work so that legislation can be brought down. 


j Sf Fo 4e- Ms rae ot FOr) 9 oe VAG dheiee RAD By anole ee Se os oe ie oer i a_i.” ane? en Ss 
PORE PC tuith awe wT Wet s we cegy ns ate Re SEN Be, hie ew dea fs Omar te, Pasa 
OP he Sweeney mie it He é 
. N : ee 4 5 
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“The CHAIRMAN: Yes. I would think that it is only right and proper that 
3 Biiehsld Finance Corporation should have a hearing and be on record, if they 
wish that. But I would very much doubt the advisability of this committee 
attempting to complete the study of this bill at this session. I think at the next 
r, meeting the committee should decide what should be done. 

: Mr. Hackert: Will you, Mr. Chairman or Mr. Finlayson tell us when it 
was that a bill was introduced and I think rejected for the incorporation of the 
B Gre small loans company? Was it in 19382 or-1933? 


The Wirness: The first small loans company? 


eZ By Mr. Hackett: 
» .-. Q. Yes—A. The first small loans company was incorporated by parliament 
~ in 1928 under the name of Central Finance Corporation which is now Household 


- Finance Corporation. 
' . Q. Was there not a bill in the early thirties to incorporate another 


- eompany? 

fe By the Charan: 

? Q. Was there not a bill the year before we had a general study?—A. Yes, 
_ there were two bills introduced and rejected in 1936 or 1937. 


By Mr. Hackett: 
Q. No, no. In the early thirties—-A. Well, I do not pocall it. 
The CuatrMaANn: I think we shall have to ask Mr. Hackett about this. I 
- was not here then. 
The Wirness: There may have been. 
Mr. Hackett: I remember it. 
The Cuatrman: The clerk says there were two in 1934. 
Mr. Hacxert: That may be. He would know. 
The CHarrMan: Shall we adjourn then, until 4 o’clock on Thursday? 
: Mr. Irvine: Mr. Chairman, if we do not go on with this, it is equivalent to 
_ killing the bill providing for the reduction of the interest rate. 
| The CHarrMaNn: It would not be killing the bill, Mr. Irvine. It would mean 
facing up to actual facts. I would hope that it will be early on the order paper 
. . session and that the study then can be carried on in a proper and orderly 
ashion. 
s Mr. JAcKMAN: Mr. Chairman, in view of the motion for adjournment and 
_ the fact that at our next meeting we will consider whether to continue or not, 
because of the pressure of time and our endeavours to close the session, I wonder 
whether it is necessary for us to hold a next meeting? There is no legislation 
_immediately impending, and I think Household Finance would prefer to have 
_ its evidence fresh when the matter comes up again, if it does, rather than to put 
‘in their evidence at the tail end of these hearings when everybody i is so busy. 
The CuarrMan: I will find out what their preference is. 
Mr. Jackman: Mr. Wood is here and probably you, Mr. Chairman, could 
_ ask him whether he is in a position to speak for the company. 
The CuarrMaAN: The point is, Mr. Wood, whether you prefer to present a 
brief at this time, or if the committee decides not to complete its work at this 
‘session would you rather let the matter drop? 
Mr. Woop (Household Finance Corporation): Might I have an opportunity 
to consult with my president? 
The CHarrMANn: Certainly, and advise me by mail. 
Mr. Woop: Yes, sir. 
The committee adjourned to meet Thursday, August 1, ab 4 o’clock p.m 
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APPENDIX A 


STATEMENT BY CHAGNON & MacGILLIVRAY TO THE ASSOCIATION 
OF SMALL LOAN COMPANIES 


July, 9, 1946. 


‘The Association of Canadian Small Loan Companies, 
217 Bay Street, . 
Toronto 1, Ontario. 


Gentlemen ;—In view of proposed legislation to revise The Small Loans Act, 
1939 by reducing the maximum small loan rate as set forth in the Act, from 
2 per cent per month to 14 per cent per month or less, you requested that we 
prepare an independent report showing the effect such revision would have on 
the earnings of Small Loans Companies and Money-lenders licensed under the 
Act, and any other data along the same line from the accountants’ point of © 
view, which might be of value in considering the change proposed by Bul 140. 

: Sources of Information 

Unless otherwise noted, all figures appearing herein with respect to 1944 
operations were obtained from the Report of the Superintendent of Insurance 
to the Minister of Finance on the financial statements for the year ended 
December 31, 1944 of (the three) Small Loans Companies and (the fifty) 
Money- lenders licensed under The Small Loans Act, 1939. 

The figures concerning 1945 operations were obtained from the printer’s | 
copy of the Report of the Superintendent of Insurance, covering the 1945 

operations of the three Small Loans Companies and fifty-one Money-lenders. 
Proportion of Small Loan Income to Total Income 

The following tables indicate the tremendous extent to which licensees 

under the Act are dependent upon aoe loan, business. 


Income ' | P.C. of small - 
earned Total income | loan income 
_ One = to 

small loans. total income 
| 1944 1944 1944 
$ $ - ' p.c. 
The 3’SmaliiLeans Companies: 020 oa el 2,439, 447 2,462, 264 99-1 
BU Money pene ee. 6s 72S ueiaicsy ea an a ea ie Meiosis 1, 237,549 1, 984, 625 62-4 
Wa 2 5 (chit BOY URES a ae eae Rae EC SELATAN ROLE acc yey ce, © MN ie a 3, 676, 996 4,446, 889 82-7 
1945 1945 1945 
? $ $ p.c. 
The 3 Small Loans Companies.....5. 5... -.50 cc as cece eas cues 2,430, 645 2,618,451 92-8 
51 Money-lenders..: . 2.0 S500 00523 Se Tota ai eS ‘ 1,405,372 2,321,139 60-5 
Dotals 1945-37 Vo ees Pee RT DSM Pod a MRE CPM Pn 3,836, 017 4,939,590 77-7 


Effect on Gross Income 


_ Reducing the small loan rate from 2 per cent to 14 per cent per month 
would reduce gross income from small loans by 25-7 per cent, if twelve months 
be taken as an average small loan term—the small increase over 25 per cent 
resulting from the mathematical factor on monthly balances outstanding. This 
loss of 25-7 per cent in gross income from small loans has been taken into our 
calculations in this report with respect to the figures for the year 1944. 
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As regards the year 1945, we found that a few of the companies voluntarily 


_ reduced their rates on new loans effected early in that year. Before that time, 
- most companies had been on a 2 per cent monthly rate. The principal small 
_ loans company reduced its rate from 2 per cent to 14 per cent on an experimental 
basis to see if operations could be maintained profitably. Considering the 
- number of loans made prior to the reduction and continuing at the old rate 


during 1945, the effective rate for this company has been taken as 13 per cent 


in 1945. A reduction from this effective rate to 1% per cent would represent a 


loss of 14-3 per cent in small loan revenue based on an average loan term of 
twelve months. Of the remaining licensees some reduced their rates to 1% per 
cent, others remained at 2 per cent or gave reduced rates on small loans over a 
certain amount: e.g. $300. It seems reasonable to regard the effective rate as 
1% per cent for these licensees during 1945. A forced reduction from this rate 
to 14 per cent would represent a loss of 20-4 per cent in small. loan revenue 
based on an average loan term of twelve months. These losses of 14:3 per cent 
and 20:4 per cent have been taken into our 1945 calculations in this report. 


Reduced Interest Charges on Money Borrowed by Lenders 
It is difficult to determine to. what extent the borrowing of money has 


become cheaper since 1944. The table below shows the decrease in yield on 
Dominion of Canada Perpetual Bonds, the market price of which is considered 


to be representative of the trend of interest rates: — 


Dominion of Conatia Pero oti Bonds 


Date Asked Price Yield 
eee iiemaikst sel Otay tal Ve lw Plots LRA Pec warn a ene 98 3°06% 
Sp NS aA) AERO he) hes Raaatg cs: ate Siete ONG lars lalla ga: We 993 3-02% 
Pin Oe LOAD. note hah laeron' sh ake 's.e-6 Yh A i Tae aE 1044 2-88% 


Reduction in yield is 5-9 per cent from December 31, 1944 to June 8, 1946. In 
schedules Nos. 1 and 2 attached we have taken a generous rate of 10 per cent 
to allow for possible further reductions in interest which Association members 
may receive on their borrowings. This 10 per cent reduction represents a fair 
average, if sorae companies reduced their borrowing rates from 54 per cent to 
5 per cent, and others from 5 per cent to 44 per cent. 


Although it is a fact that borrowing costs are presently lower than in 1944, 
this is not an important factor in the expenses of the lenders. The interest costs 
of all reporting companies in 1944 were $395,575, whereas the expenses for rents, 
advertising, salaries and other costs (excluding bad debts, interest and taxes) 
totalled $2,123,733. The saving in interest expense is negligible when compared 
with the decrease proposed in the lenders’ rate of charge, and when compared 
with the general increase in other expenses. 


Rising Trend in Expenses 


The current experience of all business with rising expenses is well known. 
The loan companies are finding their expenses (other than interest) to be 
increasing continuously. Salary expense is one of the largest items in their 
expenditure, and this is now jumping rapidly as war ceiling rates are being 
lifted. During the war, women clerks replaced many men who went into His 
Majesty’s Armed Forces, and now as these men return they are being taken 
back by the companies at considerably higher salaries than were paid before. 
Rents and advertising rates are moving up, as are paper, automobile and other 
main expenses. The experience of the 53 licensees on which we have figures 
for 1944 and 1945 is given herewith:— 


VT. ea Oo Arete Se ke Me oe SA ee Ce 58 oe “Ps st en OTe We POW Oe ot ore ch ate Ss no 
NSO MMC Re eee MR Ie ae Lh Ae OREN Wy 4 ¥ 4 Meee AS a ae * ite a SS 4 
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Year 1945. 


Year 1944 
a P.C: 40 PGE t6 
Amount total Amount total 
income income 
dy Wea p.c. $ p.c. 
TRRLET THOOUIC. 8555 A ee a OS CO ae ee a 4,446, 889 100 4,939, 262 100 
Salaries and ‘Diirectors’ Hees: 4003 ok ieee ey en 1,032,836 23-2 1,319, 647 26-7 
TNs thoy gh cpt) Pan eee amie abel TUNER a: WERE nye PURE Ou iG I yi 257, 424 5-8 312,592 6-3 
All Other Expenditures, excepting bad debts, interest 
BRE LAKES i SeredS MR Sr Chae Si age a aes oa a ean 833,473 18-7 885, 079 17-9 
et EA NAS RAT CG A US Rape Re tera NaC QBN AN oN ANG $2,123,733 47-7 $2,517,318 50-9 


The increase in level of such expenses eed 1944 to 1945 was 3:2 per cent 
of total income. 

Subsequent experience would donee that expenses have continued to 
rise into 1946 by at least the same ratio. In our conclusions, we have assumed 
an increase of 6-4 per cent from 1944 to 1946. 

At the date of this report it would appear that the trend is still rising. 


Decline in Taxes on Income 


As the profits of the member companies decline, so also will the taxes which © 
they pay on their taxable income. The effective rate of tax at present is in 
the neighbourhood of 40 per cent for these companies. The proposed change in 
- the maximum chargeable rate to 14 per cent, as shown on Schedule No. 1, would 
reduce the member companies’ income from the 2 per cent 1944 basis by $944,988. 
This would result in a loss of income and excess profits taxes to the Dominion 
Government of approximately $377,995 annually. Similarly from the generally 
effective 1 per cent and 13 per cent rates of 1945, the proposed change to a 
maximum rate of 14 per cent would reduce the income of member companies by 
$658,905 as shown 1 in schedule No. 2 and would cause the Dominion Government 
an annual loss of $263,562 in taxes on income at the present rates. 


Rate Earned on Average Total Assets Employed 

By averaging the assets. employed at the first and’ at the end of the year 
1944 we have been able to prepare the following earnings rates for 1944, when 
2 per cent was the effective monthly rate charged by all licensees: 


Small loans companies 1944 1944 1944 
Small loans | Other loans Total 
$ $ $ 
Averave Loans Outstanding 6.3% scat. glee le a ath Dae geea eae 10, 658, 407 3,041 10, 661, 448 
Avyerave All Othem Assets. 6 oc. Se ee Dante ete 35,072 685 935, 757 
PP OtAPIASSEDSE iciacc oki x ante Wil eee De eae eee 11, 593, 479 3,726 11, 597, 205 
PEGU GE LOR Alben GAROS ss Ci: cau chee os Gian Pith eniereaye Recah 645, 670 oe 350 645,320 
% % % 
Earned on Average Total Assets Employed................. 5:57 9-39 5-56 
Money-lenders 
Average Loans Outstanding. 2206 0.. Ptie e 5, 508,181 3,985, 313 9,493,494 _ 
Awerage-an Other Assia?) 02, fuer eae aha al wed 833, 803 1,320,175 2,153,978 
OEE EGO ES) PH eS Ng Sie eae a eee 6, 341, 984 5,305,488 11, 647,472 
INGE TORU ILE? TABOR Sos Cee a Oe pth ele ae oe 158,615 113,102 | 271,717 
% % % 
Earned on Average Total Assets Employed...............05 2-5 2-13 


2-33 
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he comparable figures for 1945 are as follows: 


Small loans companies ; 1945 1945 1945 


Small loans | Other loans Total 
fAversge Loans Outstanding............25...:0cscs sey oer 12,451, 611 769, 089 13, 220,700 
_ Average Periher Nesp ct ate. Se Terher Mase d > 1,807,840 99,437 1,907,277 
. BE weee Masaka 52a uaeee /. 3 LN ERM 14,259, 451 868,526 | — 15,127,977 
Net Profit after taxes.......... gg eee PRM ee aie cl, a ie ana phe cre age) oa aa pre Vert 
pe: % Tis on i REA 
4 


Earned on Average Total Assets Employed.......... Ea iinet ee | 11-7 5-6 
Bry, 

Me Money-lenders 
mumaveraces Loans:-Outatanding 3) i's. oee. a. - 6,429, 621 4,603, 049 11,032,670 


EET Ae ALE LITRE ASSELE) 0.) Sickel wn abv ss coe set cw ted di 1,080, 330 2,087, 676 . 8,168,006 
i ae PERL OWL ASHE CE RUC le BLOM iG Jar ae Race: tod 7,509,951 6, 690, 725 ‘14, 200, 676 
Meat Profit after taxes.) A pe 181,896 |* 181,729 363, 625 
"¢ PRONE es PY 8 tess eres TES (Crm ene ee SE ar AR emo ae 2} 
Be; fier hee % i % 

if Earned on Average Total Assets Employed............0...0. 2-4 i Bue ? 2-6 
y 
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These figures indicate a very low rate of earnings on the amount of assets 
used in the business when compared with other industries and other financial 
concerns. 


Schedules No. 1 and No. 2 Attached | 
We have prepared figures summarizing the results of our findings and they 
- are attached hereto as: 
eS Schedule No. 1—1944, and 
’ Schedule No. 2—1945 


These schedules are based on the actual figures reported by the companies for 
1944 and 1945, and take into account the losses resulting from the reduction in 
small loan income and from higher operating expenses as well as the anticipated 
savings from interest paid on borrowings and from reduced taxes on income. 
No account is taken of future changes in the volume of business handled. - 
es The principal result revealed by these schedules is the drastic loss of profits 
by the small licensees if the proposed Bill 140 becomes law. The better over-all 
picture in 1945 is brought about almost entirely by the comparatively successful 
operations of the principal Small Loans Company. The best efforts of all the 
other licensees would result in only a trifling net profit, many probably sustain- 
ing a disasterous loss and being forced to cease operations. 


National Importance of Loan Business 
The importance of the small loan business to our economic life is shown 
by the fact that over 234,000 small loans were made by licensees under the 
Act in 1944 placing over $35,000,000 mostly into the hands of retailers and 
other persons handling more or less quick-turnover commodities. In 1945, 
over 264,000 small loans were made having a value of more than $41,000,000. 
The value of this purchasing power pyramiding as it does in the quick-turnover 
field should be of considerable importance to our reconstruction period. 


CONCLUSION 


Our studies indicate that while the principal Small Loans Company together 
with several money-lenders who specialize in business other than small loans 
might be able to temporarily endure the proposed reduction, the majority of 
the other licensees would be disasterously affected. 
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The 1944 report of the Superintendent of Insurance on all licensees showell 
that twelve out of the fifty Money-lenders showed a loss on small loan business 


: 


in that year, while thirteen others made profits of less than $1,000. Although : 


total gross income for the year 1945 was increased, nine out ‘of 51 licensees 


failed to earn profits on small loans and fifteen: others earned profits of. less E 
than $1,000. To make the drastic reduction in their revenue contemplated — 


by the proposed legislation would probably force most of these licensees: out 
of business in a very short time. 

Thus it can be seen that probably 24 of the 51 licensed Money-lenders 
would be operating at a loss under the provisions of Bill 140, and others would 


be carrying on business at such a negligible profit that they would not find | 


it worth while to. keep their doors open. 

A number of factors: make the future outlook very dark for most member 
companies. These include inflationary and other large jumps in the cost of 
doing business, increased competition from chartered banks, a lower level of 
less steady employment, much greater expectancy in bad debts—and now a 
heavy reduction in the maximum monthly nate chargeable as proposed in the 
new legislation. It would, therefore, appear that the present is not the time 
to pin down the licensees under the Act to the lowest rates ever charged on 
small loans by any one of them—but rather is it) the time to allow some leeway 
to provide for larger credit losses and other impending costs even now forseeable. 
Competition has brought rates down voluntarily, and no such close ceiling 
should be applied to prevent rates from rising naturally under adverse future 
conditions. 

The average rate earned by the companies on their Average Total Assets 
Employed is very low. In view of the uncertain and risky nature of the loan 
business, the companies under review should definitely be allowed a higher 


rate of return on total average assets than is allowed ‘to more stable and less 


risky business. 
In our considered’ opinion the provisions of Bill 140 will cause losses and 


force many licensees out of business, will cut natural competition and direct 


most of the loan business into a few hands, and will not permit many of the 
surviving licensees to operate at a reasonable profit, or even to set aside 
necessary reserves for depressed conditions in the future. 


Reported by, 


CHAGNON & MacGILLIVRAY, 
Chartered Accountants. 
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SCHEDULE No 1~1944 _ 


. Soya ats 2small loans 
rincipa companies 
Year Ended Dec. 31, 1944 Small loans! and princi- vig ae au 
company | pal Money- phair), 
lender 
%, $ $ $ 
1. Total Income from all sources.........2...2.00005 2,052,744 | 1,269,554 | 1,124,591 
2 Net Profit before rate revision ee Pee.) eng ens 587,719 181, 992 147,326 
8. Income Earned on Small Loans............ ae 2,032,596 | 1,024,457 619, 943 
4 Loss of 25-7 p.c. of item 3, resulting from proposed 
‘. rate reduction from 2 p.c. to 14 p.c. per month. 522.377 263, 286 159, 325 
Ps. Interest Paid on Money Borrowed for all purposes. 57,856 153, 239 184, 480 
A 6 Gatn due to assumed reduction of 10 p.c. on item 5. 5, 786 15, 324 ' 18,448 
7. Loss in years subsequent to 1944 due to an estimat- 
ed increase in operating expenses of 6-4 p.c. of 
ee. item 1 (see attached report).......05.. 0 pene 131,376 81,251 71,974 
8. Net Decrease in Profits resulting from items 4, 6 
aR ME eM cl SUNG oc ra dala Mgt Wy «5 ob 647, 967 329, 213 212,851 
9. Gatn due to reduction in Income and Excess Profits 
§ i ARCH AO OVOw OL ICI, O66 asso a sen ented, 259, 187 131, 685 85, 140 
10. Final Net Decrease in Profits brought about by 
a above adjustments (item 8 less item 9)....... 388, 780 197, 528 127,711 
‘U. Ner Prorit or Loss ee rate revision (item 2 ; 
a PCO RUR TI ILD oye suka ste ine a Aa ERIE eddy wt 198, 939 15,636 19,615 
2. P. c. of Net Profit to Employed Assets— 
Bia) before rate revision...... Be Sia) a+ cM SMM I oo RRO Eg Perth cy Ml Pi 01 Non Geta ch in gO ste 
4 8) ner Eas tUERIOT eo ea eer RCN Lo ie Nae arp alinrta ekg Pola let atavelared wah | prstadaiw adatare tale 
Sy 
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Totals 


4,446, 889. 
917,037 
3, 676, 996 


944, 988 
395, 575 


SS 


39, 558 


284, 601 
1,190, 031 
476,012 

| 714,019 


203, 018 
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SCHEDULE No 2—1945 


2sm4ll loans 
Principal | companies 
small loans | and. princi- 


- 


Year Ended Dee. 3b, 1945 50 money- | - Totals 


lenders 
company | pal money— 
lender 
$ $ $ $ 
1. Total Income from all sources..............0.00 0: 2,194,854 | 1,488,343 | 1,256,393} 4,939,590 
2; Netzrrolit before rate revision: oa eet ee 797, 026. 203, 671 217, 569 1,218,266 


3. Income Earned on Small Loans. .....2....0.0.... » 2,026,923 | 1,147,598 661,496 3, 836,017 — 


4A. Loss of 14-3 p.c. of item 3 (Principal Small Loans . 
Company only) resulting from ‘proposed effec- é s 
tive rate reduction from 13 p.c. to 13 p.c...... SO  BaO chee eR a eo aaa he 289, 850. 


4B. Loss of 20-4 p.c. of item 3 (All Other Licensees)| * 
resulting from proposed effective rate reduc- : 
tron irom, 1-7/8 PG: to 1s DiGeke tN) Se see re IS aN ete 234,110 134,945 369, 055 


5. Interest Paid on Money Borrowed for all purposes. 67,092 186, 680 195, 741 449,513 
6. GAIN due to assumed reduction of 10 p.e. on item 5. 6,709 18,668 19,574 44, 951 


> 


7. Loss in years subsequent to 1945 due to an esti- 
mated increase in operating expenses of 3-2 p.c 


of item tl (see attached. report): 0.006.552. o8 2: 7105230 47, 627 40,205 158, 067 | 
8. Net Decrease in Profits resulting from items 4A, p 
BS ONC, esse, tn ga a went at an aa W808, 010 263, 069 155,576 | ° 112,021 
9. Garn due to reduction in Income and Excess 3 
Profits Taxes of 40 p.c. of No. 8.............. 141,350 105, 228 62,230 308, 808 
10. Final Net Decrease in Profits brought about by . 
above adjustments (item 8 less item 9)....... 212,026 | © 157,841 93,346 463, 213. 
11. Ner Prorir after rate revision (No. 2 less No. 10) 585, 000 45,830 124, 223 755, 053 
12. P.c. of Net Profit to Employed Assets— | 
p.c. 
(a) before rate revision........ se ae SN.) RGA co ine eRe mae 4-2 
(Biter Tale FOVISION 77 G.c5: 25. Pew ee tee UN oy oon ake gk Ber eis ar etonpisy Py geet per 2 2:6 


APPENDIX B 


BRIEF SUBMITTED BY MR. ARTHUR P. REID, VICE-PRESIDENT 
_ AND GENERAL MANAGER, HOUSEHOLD FINANCE 
CORPORATION OF CANADA 


“Cost” of Loan Nor INTEREST 


The maximum monthly rate of 2 per cent on outstanding balances which — 
Mr. Ilsley suggests should be reduced to 14 per cent includes not only interest — 
but every other operating expense including cost of acquisition and collection, — 
legal fees, etc., not usually experienced in secured loans of the investment type. 

The Minister claims that existing rates on Small Loans are “unnecessarily — 
high in the light of recent changes in interest rates.” 

An examination of the latest annual report on Small Loan licensees pub-— 
lished by the Superintendent of Insurance reveals that in 1944 all such’ 53 
licensees collectively paid in interest on borrowed money used in their businesses — 
$259,807. This sum represents only 7-06 per cent of aggregate gross revenue. 
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SAS A 


Paume operators have had their Bank interest rates reduced from 5 per cent 
er annum to 44 per cent per annum. 

Assuming that the ordinary usual costs of doing business remained constant, 
- one might assume that any economy resulting from a reduction in Bank interest 
rates from 5 per cent to 44 per cent per annum on borrowed money used to service 
~$mall Loans might sustity a reduction in the monthly Small Loan rate of Vy 
- of 1 per cent. However, this saving is more than offset by rising operating costs 
which are presently increasing at the rate of approximately 3 per cent monthly. 
The government seek to reduce the maximum rate by 25 per cent. 

a In the face of these facts, Mr. Ilsley’s explanation of the reasons for this 
- Bill to amend the Small Loans Act, which appears to have worked well, are 
_ inadequate and misleading. 


‘aes 


INCREASE OF SMALL LOAN VotuME Doers Nort or NECESSITY 
REDUCE THE RATE OF OVERHEAD EXPENSE 


| An examination of Mr. Finlayson’s reports for the years 1942, 48, 44 and 45 
' will reveal that the increase in Loan Account volume is attributable almost 
_ entirely to the operations of the four largest licensees and with by far the largest 
percentage of such increase attributable to Household Finance Corporation and 
_ Campbell Finance Corporation. Although Mr. Finlayson’s reports do not so 
indicate, the fact remains that this large increase in loan volume is primarily 
_ due to the servicing of new territory by the opening of additional Branch Offices. 
Up to a point it is proper to assume that a Branch Office or a Company as 
a whole may continue to expand without adding materially to its operating 
' expense but, inasmuch as the Small Loan business is a Service business and an 
employee can only handle a limited number of accounts (on the average, approx- 
# imately 300), there comes a time when overhead starts to increase in relation 
; to the volume of business being done. Such increased overhead is reflected 
particularly in the following Expense Accounts: Salaries, Rent, Printing and 
- Stationery, Office Supplies, Light, Telephone, Automobile Expense, etc. Even 
4 the Administrative Staff requires to be enlarged as the volume of business 
increases in order to provide adequate supervision, personnel training and to 
care for the increased accounting problem. 

Then, too, it must be remembered that even in normal times Operating 
_ Expenses vary. During a period of unemployment, collection costs rise 
materially while at the same time the lender’s market is considerably restricted 
due to the inability of unemployed people to qualify for loans. 

During the War years, we experienced a period of almost perfect employ- 
ment conditions. Workers who formerly had been overloaded with instalment 
debt liquidated such debt and got on their feet again and were then able to 
borrow for such constructive purposes as providing medical and_ surgical 
attention for their families, buying fuel, repairing their homes, etc. There was 

practically no delinquency and particularly from 1943 on, Loan ‘Account volume 
rose although, as previously explained, most of this increase was attributable to 
the opening of new offices. 

The Company I represent commenced business in Canada in 1928 and at 
the end of 1932 had a Loan Account slightly in excess of $400,000. As at 
December 31, 1945, our Loan Account had risen to approximately $12,000,000. 

So you will see that this entire expansion having taken place between the first 
of 1933 and the end of 1945, our Canadian business has not yet met the test of a 
depression. It is significant that in one depression year, our parent Company 
in the United States wrote off its books approximately six per cent of. its out- 
standing Loan Account. 

The rate of loan cost authorized by the Small Loans Act is a maximum 
rate. Such maximum rate should be adequate to permit the lender to build up, | 
during prosperous times, protection against times of depression. It should be 
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high enough to encourage him to provide Small Loan service in small as well as © 
large centres. It should be high enough to encourage the lender to make the © 
- very small loans to perhaps the most necessitous bracket of borrowers as well — 
as the larger more profitable loans. It is more expensive to do business in — 
certain communities than it is in others. The maximum rate should be such as .— 
will permit the lender to profitably do business throughout the country and to — 
provide a loan service for and popular with those who need it and want it. | 


THe Repucep Rate or “Loan Cost” RECOMMENDED IN Biuut 140 1s Not THE 
SAME AS HOUSEHOLDER’S PRESENT RATE 


At the present time, Household charges a rate of 14 per cent monthly on 
outstanding balances, on all loans subject: to the Act, for loan terms up to 24 
months. 

Bill 140 provides for a rate of 14 per cent monthly only on loans repayable 
in periods not exceeding 15 months. Contracts drawn for longer maturities carry 
a cumbersome confusing sort of rate which’ becomes progressively lower as pay 
out period is extended. This proposed rate section produces rates as under: 
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PB AMONTNS Sie eo, toes 11545% per month 
17 montis: SO ca PNET 11544% © 
LS months Oe ei ae tp oe To. ee - 
LOaonths 11543% * if 
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DEMONS oss ew ha ees 11545% * oe 
22 MOnbhs Pea ee 11544% “ “f 
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Hach time a borrower makes a payment, the cashier has to calculate charges 
on the outstanding balance for the number of days elapsed since the last pay- 
ment—credit such charges to Loan Cost account and the balance of the pay- 
ment to principal. Very heavy penalties are provided. for over-charging. The 
Company may be wound up and dissolved. If an individual, he is lable to be 
imprisoned for a term not exceeding one year, and to a penalty not exceeding ~ 
$1,000. If a Corporation, it may be fined as much as $5,000. In order to avoid 
errors, these calculations must be carefully made and checked by a second party. 

With rates such as are proposed—a different rate for each maturity longer 
than 15 months—each cashier would have to be equipped with ten sets of very 
costly interest tables, covering amounts from $1.00 to $500 for periods of from 
one day to 366 days. 

Just think of the opportunity for errors, the confusion and expense involved! 

Over 100,000 such entries go through our books each month. How would 
you gentlemen like to calculate interest on $196.26 for, say, 72 days at a monthly 
rate gt 1-15/42% per month? Would our customers understand such ridiculous 
rates! 

What reason is there for them? Customers don’t expect or ask for lower 
- rates on longer maturities. The Dominion Government pays a higher rate on 
long term Bonds than on short term Bonds. 3 

The budgets of many borrowers require longer terms if a proper remedial 
job of financing is to be accomplished. Unlike the real estate mortgage lender, 
the Small Loan Company cannot exact a penalty or bonus for prepayment. 
It is obliged to accept payment at any time before maturity without notice 
or bonus. So, irrespective of the maturity date, the borrower has the right, 
which he frequently exercises, of prepaying his loan. 

One man borrows $200 for 15 months and pays in full by the end of the 
sixth month. His rate will be 14% per month. Another borrows the same 
amount of money for 16 months but also pays off at the end of the sixth 
month. His loan will have cost him 1-15/32% per month. 
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i Tt may. ae argued that ae costs drop as period extends. True there 
is some saving in acquisition costs, but this is offset by added risk, increased 
supervision, renewal of Chattel Mortgages, which expire in 12 months without 
renewal, and, of course, the continuing expense of having to make collections 
over a longer period. 
Whatever the maximum contract rate may be, it should be the same for 
loans of all maturities. The Government should. do everything possible to 
obviate unnecessary and needless expense in the operations of this business. 
Provision for a reduction of the rate to 12% per annum, if default con- 
_tinues after the due date of the final instalment payment, is another iniquitous 
feature. Why should a borrower receive a premium for defaulting? Taxing 
- authorities, public utilities and. others make a practice of charging substantial 
j a for default. What justification can there be for a provision of this 
sort 
I repeat the maximum rate should apply throughout, irrespective of the 

~ amount loaned, the maturity period and whether or not payment is completed 
before or after maturity. 

I further repeat that the reduced rate provided for in this Amendment is 
not the rate charged by Household Finance since January 15, 1945, but - 
- something very substantially lower. | 


, Licensers Have VoLuNnTARILY ReEpucED THEIR Rares Betow Lecan Maximum 


a It is significant that those licensees which have expanded their Loan 
_ Account substantially are the ones who have voluntarily reduced their rates. 
' In other words, it is very evident that these larger operators have co-operated 
well in living up to the spirit of the Small Loans Act, have recognized the 

- two per cent monthly rate to be a maximum rate and have tried to be fair 
- with the public by reducing their rates where possible. One must bear in 

mind that any such rate reduction was not made with a view to diminishing 
net earnings but was designed to do two things: (a) to improve public accept- 
ance of the business, (6) to increase volume and thereby maintain or improve 

net earnings. 

¥ It was a voluntary move in no way inspired by the Superintendent. of 

- Insurance or any governmental authority. It was not conceived as a matter 
of philanthropy but certainly on the part of our company who instigated the 
~ cut,*it was decided upon as a matter of just good business’ practice. 

a To make low rates possible, a larger volume of business under most 
efficient operating conditions is nécessary. It must be remembered that many 
of the fifty Money Lender licensees are not in a financial position to increase 
their volume materially if they wanted to, and the effect of a rate cut on such 
operators can only be a depletion of net earnings. 

| It must be remembered that our parent company has been in the Small 
Loan business exclusively for some sixty-eight years. During such period it 
has become, so far as I know, the largest company of its type in the world. 
“Today it has a volume of approximately $93,000,000 in small loans. It is 

natural that during this long period a vast fund of experience has been acquired 

j and much of the efficiency of the Canadian subsidiary plus its financial strength 
is attributatble to its association with its American parent. 

To-day approximately fifty per cent of the Small Loan business in 
Canada is done by the company I represent, Household Finance Corporation. 
Contrary to the opinion sometimes expressed, we do not seek a monopoly in 
this business. We are, however, pledged to provide the widest possible loan 
service at the lowest rates consistent with a reasonable profit. To us, it seems 
grossly unfair that our experimental rate of one and one-half per cent per 
month, offered to the public in good faith in a time of abnormally perfect 
operating conditions and made possible because of our efficiency, years of 

a experience and financial strength, should after but a few months’ trial become 
the maximum rate for the industry. 


% 
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I suggest that the competitive system is working in the ‘okt public tea AS 

and is doing what the Small Loans Act envisaged. The loan shark has virtually 

disappeared or at least has crawled into his hole for a while. Occasionally one 

of his ilk pops up his head and is reported to the Superintendent of Insurance 
who arranges investigation. 

One thing is sure, that borrowing and lending are as old: as history itself 
and that the “demand for money like a demand for anything else will always 
be met, if not through legal channels, through illegal channels. Deprive the 
legitimate lender of an opportunity for profit and you invite the loan shark 
back to his former haunts. 

At first blush, it will appear to many that the public at large are likely 
to ‘benefit from a reduction of rates such as Bill 140 proposes, but a study of 
the problem and consideration of the facts and history of lending generally _ 
will, I am sure, convince you that legislation which might quite possibly disrupt 
a legitimate decent business and put us back to where we were in this country 
seven years ago with the loan shark running rampant, is definitely not in 
the public interest. 


ADVERTISING 


Mr. Finlayson has said that the competitive system is a good system but 
that it is liable to prove expensive and cites advertising costs as an illustration. 
Surely he cannot be unmindful of the fact that we, the largest operators in 
our field, developed our business through spending more dollars on advertising 
than any of our competitors and that such advertising, coupled with the fact 
that we had the money to lend and expanded into new territory in order to 
increase our business, produced the volume of Loan Account we have today 
and made it possible for us to voluntarily reduce our rates. | 

Why he relates advertising expenditures to gross revenue or to similar 
expenditures made by trust and mortgage companies dealing in real estate 
mortgage loans, I am at a loss to understand. The procedure is unfair and the 
results misleading. 


I shall first deal with the question of relating advertising expenses to gross 
revenue. I maintain that the only proper yardstick in this connection is to do 
what any other selling organization would do, relate its advertising appropriation 
to sales. For instance, if the lender reduces his rate as we have done from 2 per 
cent to 14 per cent per month, his gross revenue is decreased by 25 per cent and 
in consequence his advertising disbursements represent a higher percentage of 
gross revenue than when the 2 per cent rate was being charged. As rates go 
down, gross revenue must be replaced by making more loans and to such an 
end advertising must play a tremendously important part. Candidly, gentlemen, 
I am wondering if it has become government policy to encourage borrowing on 
the part of the wage-earning public by reducing rates and inspiring increased 
advertising. 

“Now as to the question of comparing our advertising costs with those of 
mortgage loan companies, I can see no basis whatever for any such comparison. 
The two businesses are entirely different. The mortgage loan company lends 
money in much larger units to fewer people and has as security something real 
and tangible. In addition to its loan rates, it does what the small loan licensee 
cannot do. It passes on to the borrower additional charges by. way of legal 
expense, court costs, surveyors’ fees, commissions to mortgage loan brokers, ete. 
Surely commissions ‘paid to brokers and agents are just as much an acquisition 
expense as, say newspaper advertising. The need of a mortgage loan borrower 
occurs at very long intervals compared with that of small sum borrowers for 
urgent necessitous purposes. The latter must know immediately his need arises, 
where to go for a loan. 
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ake , : 
ay The navertniia doline is not all used $i. sell loans. In our own particular 
ca se, a substantial portion of it is used for institutional advertising. In this 
cre) nection we have a profit motive just as if we were trying to sell loans but we 
oI ave deemed it our duty as a small loans licensee to not only provide a loan 
Service, but to help people get on their feet financially. We publish a number of 
| authentic and valuable booklets on “Better Buymanship” and “Money Manage- 
_ ment” predicated to the idea of helping people to plan and manage their incomes 
so they won’t have to borrow. These booklets contain no advertising whatsoever 
and are made available to the public throughout Canada. They are used as 
texts in practically every home economics course in the country. We recognize 
that the well-managed family is our best customer and believe that in these 
booklets, based on authentic research, we have something valuable and construc- 
tive to offer. I repeat that we are not being philanthropic in this for we know 
that much goodwill and better public relations have resulted through their use. 
_ The existence and availability of such booklets must be advertised extensively 
if the public is going to know about them and use them. These items form quite 
a substantial part of our advertising disbursements. 


& In connection with advertising, I wish to quote from the evidence given 
- by the late Mr. Bunce and Mr. Leon Henderson before this committee in 1938. 


x Mr. Henderson: p. 105 


By Mr. Baker: ' 
-Q. Should we have legislation against advertising?—A. I think not. 
I would trust again to the fellow who lives with it day in and day out. 

Mr. Bunce: p. 207 
: As long as you have brought up advertising, I would like to say that 
a we consider that that is not only a legitimate item of expense and one that 
Wa should be covered by this interest charge, but it is desirable. We have 
he already developed and agreed that the larger volume of business tends 
g to efficiency, tends to better profit and leads to lower costs to the borrower 
| That man needs to be told that you as a parliament have created 
% for his use a lending agency, that you are going to supervise, and you are 
3 going to regulate the maximum amount of interest that he may be required 
a to pay. He needs to know about it, and the only method to ‘reach him is 
4 through advertising that your company will present. Now, that man is 
not a business man. He is not studying the law of the land that will apply 
to him in the stress of an emergency. He needs to have this facility 
pointed out to him the very day when that need becomes pressing. If this 
law is going to function, these companies must be permitted a reasonable 
allocation for advertising purposes. 


I want to emphasize, gentlemen, that a company that advertises extensively 
has a reputation to maintain. If it doesn’t back up its advertised word with 
high-class reputable service and fair treatment, it is only wasting its money. 

I further want to be most emphatic in saying that every dollar of expense 
appearing on our statement, and I am sure this holds good for other licensees, 
has been spent with a profit motive and that, in spite of what anyone may 
_ think, money spent on advertising, providing it is good advertising and provid- 
ing the advertising is lived up to, is not a burden on the borrowing public but, 

as has been demonstrated in our case, makes lower rates possible. 

I have gone to some length in discussing advertising because I know pretty 
well how Mr. Finlayson feels about it for all through the years he has not 
seemed prepared to recognize it as a productive investment. I fully appreciate 
the desire of this committee in wanting to know all it can about this business 
‘including advertising and other operating expenses. Some of,us dislike adver- 
_ tising. Some think it is overdone. The fact remains it is part of our competitive 
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system but altogether aside from whether we like it or whether we do not, 


I question very much that the control of advertising is jwithin the scope of 
the Federal authority. The Small Loans Act was intended to be’ an interest 
measure, not a regulation of business. .It is often argued and perhaps quite 
properly that to the extent that the Small Loans Act regulates business rather 
than merely regulating interest, it is ultra vires of this parliament. — 


Do Earnines Justiry a Rate Cur? 


Mr. Finlayson has intimated that an examination of his latest annual 


reports on small loans companies and money denders will reveal a very large 
margin of revenue over expenditure. I agree that if one thinks in terms of 
dollars only, his statement is correct but such dollars of earnings must be 
related to the dollars employed in the business. I maintain that any relation 
of expenditures to gross revenue is entirely erroneous. In the case of some 
licensees, the small loan business represents’ their entire business. Others are 
engaged in other ventures. Some own real estate, others rent their offices. 
Some show as assets securities not necessarily useful in their small loan business. 
I would like very much to see Mr. Finlayson produce a table showing rates 
of expenditures, gross income and net earnings before paying interest on 
borrowed money, based on assets used and useful in the business. 

Many American state supervisors recognize an arbitrary figure of 115 
per cent of average loan account as being fairly representative of assets used 
and useful. In this connection, I draw your attention to the fact that the gross 
income is earned not only on the actual dollars loaned. but that such loan 
account requires the support of cash in the bank, office furniture and fixtures, 
etc., and the extra 15 per cent over the actual investment in loan account should 
as a general rule prove equitable. A table of this sort would provide a fair 
comparison of lenders’ operations which cannot be had in any other way. I 
repeat that this statement should show earnings before interest, for one lender 
may use interest-free money, while another may show bank interest as an 
expense. 

But even without such a table, the net earnings of licensees considered 
either in this regard or collectively are, to say the least, meagre. It is apparent 
that in the eighteen years since I started the first Small Loans Company in 
Canada, there has been a comparatively small amount of Canadian capital 
seek employment in the Small Loan field. I would also point out that Industrial 
Acceptance Corporation, who, until a few months ago owned Campbell Finance 
Corporation, sold that Company to an American institution in order to be 
better able to expand its own business of financing installment sales.’ So, today 
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we have only a very small percentage of Canadian capital in this business. The’: 


rest has all been derived from across the border. 
Honourable Gentlemen, I wish to remind you that employable capital is 
pretty much like employable labour. You can’t make either work. You can 


offer inducements and that is all. You can’t make a working man take a job at 


a given place at a given rate of pay unless he cares to do so. Neither can you 
make a lender lend his money. I assure you he will not do so if he is deprived of 
an opportunity for what he considers a fair profit. 

Household cut its rate on January 15th, 1945 from 2 per cent to 14 per cent 
monthly. This reduced rate was applicable to all loans put on its books from 
that date. All loans on its books as at January 14, 1945 continued to earn 2 per 
cent per month until liquidated. It necessarily follows that our earnings of 
1945 do not result from a 14 per cent rate but from an average rate of 1-65 per 


cent. Furthermore, I feel that Mr. Finlayson in his report should have pointed 


out that our 1945 net earnings were inflated by the inclusion of Income ‘and 
Excess Profits Tax Recoveries and Economies amounting to $336,000. 


Taf. Ye 5G: Gn it. 0.5 eee. 

aa LY ae Try 1 Sa a , 
% My 

w 4 

Nerd 


4. BANKING AND COMMERCE ae 67 


We hope to be able to continue to operate at 14 per cent per month. Per- — 
_ sonally, I hope the day will come when we will feel warranted in again reducing 
our rates. But so far, the matter is purely experimental. Operating costs are 
‘rising very rapidly. We do not know when the next depression is to come or 
how badly we will be hit by it. Personally, I believe that the volume of small 
loans in Canada is still in the making. However, we have no idea how severe 
_ competition may be in the future or to what extent we will be able to grow and 
_ expand our service. Such expense matters as salaries, rents, advertising, sta- 
tionery and printing are beyond the control of those engaged in this business 
or any other business 
In 1945 our-company alone made 152,571 loans amounting to $23,737,376. 

Forty thousand,-one hundred and nine of these loans were made for amounts of 
less than $100 and averaged less than $60. With the exception, perhaps, of 
interest on borrowed money which, in our particular case represented less than 
six per cent. of our total expenditures, all other expenses are directly related 
- to the number of loans on our books and not the dollars loaned. 
It therefore follows that, relating our expenses to the number of loans 
made during the year, our expenses per each of these 40,109 accounts amounted 
to $9.09. The gross income at a rate of one and one-half per cent. on a $60 
loan for twelve months would be $6.60 and on each of these 40,109 accounts, we 
actually lost $2.49. 7 
We hope that the time will never come when our net earnings will be so 
_ reduced as will compel us to stop making these unprofitable loans for amounts 
- of say $100 and less, for it is borrowers of such small amounts that need the 
protection of this legislation most. But I ask you, honourable gentlemen, if you 
were running a sales organization and found yourselves with inadequate net 
earnings and discovered that you had a line of goods selling at $60 apiece and 

- that you lost $2.49 every time you sold one of these articles, what would you do 
~ about it? I think the answer is very obvious. 

As I previously pointed out, expenses are rising rapidly and unquestionably 
the margin of loss on these small accounts will increase during the next few 
years. Remember, these are the loans nobody will want, and these necessitous 
borrowers will form the market for the loan shark who will endeavour to handle 
this business at perhaps a rate of 5 per cent. per week, as he did formerly. 


GENERAL 


During the year of 1938, Mr. Finlayson stated that he had never received 
a complaint against any Small Loans licensee from any borrower for any reason 
whatsoever. To the best of my knowledge, he has received no complaints from 
any of the hundreds of thousands of borrowers from some fifty-three licensees 
having to do with the rates charged by them being excessive. If I am incorrect, 
I would ask Mr. Finlayson to so correct me now. 

The Superintendent of Insurance suggests that the time has come for the 
reduction of the maximum rate in the Small Loans Law and bases his opinion 
on the figures he has submitted in the galley proof of his Annual Report on 1945 
operations. An analysis of these figures by a reputable Chartered Accountant 
has been introduced as evidence before this Committee and in my opinion speaks 
for itself. This analysis clearly reveals that the proposed rate reduction will 
result in entirely inadequate net earnings to many operators now providing a 
legitimate service. 

Mr. Finlayson bases his case for rate reduction on an impractical and 
fallacious theory that a reduction in gross income will be accompanied by a 
proportionate reduction in operating expenses. He has told the Committee about 
the rigid advertising restrictions provided for in the British Money Lenders Act 
but he failed to point out that British Money Lenders charge a minimum of 4 
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per cent per month and that cases are on reeced of rates Jor over 200 per cent 


per annum being recognized by British Courts as not having violated the said 
Act. Isn’t it better to advertise openly than to employ touts (to solicit business) 
as British lenders frequently do? 

Mr. Finlayson in his testimony of July 30 refers to “Seductive Advertising” 
and in quoting from a circular may have inspired the thought in the minds of 
some that such advertising copy is representative. 

Along with other Association directors, I have watched the industry’s 
advertising very closely and never before have I heard of this particular adver-_ 
tisement. I fully agree that such copy is terrible and should be discouraged. [I 
assure you had it been drawn to the attention of the Association, it would have 
been properly dealt with. 

Lest there be any misgivings, I invite the clos scrutiny of advertising 
copy being used in this business. It will stand up well with that of any other 
business. 

It is for the Honourable Members of this Committee to seriously consider 
whether public interest is being best served by putting the members of this | 
industry in an economic straitjacket, driving many of them out of business, 
taking away from others the incentive to provide legitimate service and thereby 
openly inspiring the return of loan shark days; or, whether it is best to lend 
encouragement to an industry such as this that has won public approval, whose 
co-operation to make the-Small Loans Law work has rid this country of illegal, 
unscrupulous lenders, by saying “Let’s not tamper with something that has been 
tried and found good”, 

Let me close with asking you a question, Honcue oe Gentlemen: Who 
among you would wish to invest your savings in an industry if you had reason 
to believe that it was Government policy to freeze its net earnings at a rate of 
return approximating or lower than could be obtained from Dominion of Canada 
bonds, or other comparable securities? 

Tampering with the Small Loans Law every few years such as ee Bill 
suggests certainly does not make the Small Loans field attractive to investment 
capital. There is no reason whatsoever why this particular industry should be 
singled out for persecution. | 


APPENDIX C 
REPRESENTATIONS BY TORONTO BOARD OF TRADE 


. Bors cene CLEAVER, Esq., M.P., 
- Chairman, 


3 House of Commons Banking and Commerce Committee, 
Ottawa, Ont. 


oa ‘ 


MY ; Dear Sir: The Board of Trade of the City of Toronto has studied House 
of Commons Bill No. 140 amending The Small Loans Act, 1939. 
; It is generally recognized that The Small Loans Act has operated satis- 
 factorily to date. The system of licensing small lenders provided for by the 
__ Act, and the co-operation of lenders licensed under the Act, have succeeded, for 
all practical purposes, in eliminating the abuses of “loan sharks” prevalent 
before the Act was passed. As a result, a small loan service, which has met 
-. general public need and favour, and without any known complaint of the 
character of the service or rates charged, has been provided on an efficient basis. 
Bi There is, however, concern among firms engaged in the small loan business, 
several of whom are members of this Board, over the ropes in Bill 140 to 
reduce the maximum monthly charge from 2% to 14%. If this reduction is 
put into effect the gross earnings of small loan operators will be reduced by 
upwards of 25%, according to rates presently operated on, at a time when these 
firms are experiencing, in common with all business, increasing costs and the 
probability from time to time of less favourable general business conditions 
in which to operate. Since the Act was passed in 1939, the small loan firms 
have operated under the most favourable conditions of employment and stable 
earnings. Generally speaking, they have not exhibited an ability to continue 
the same service to the public under adverse economic conditions which are 
bound to arise in due course. Nothing, therefore, should be done which will 
weaken the ability of these companies to provide a necessary public service 
under all conditions, subject, of course, to ethical and reasonable competition 
- and the supervision now provided by the Act to ensure reasonable rates. The 
interest cost of loan capital, as shown by governmental reports, is so small a 
portion of their operating costs that any savings they may make in this regard 
- _-would appear likely to be far more than offset by increases in costs related to 
a such factors as salaries, wages, rent and the obtaining and servicing of business. 
From information ‘supplied by small loan operators, it would appear that, 


volume and special facilities for obtaining loan capital, a substantial majority 
of the approximately fifty smaller operators would operate at a loss if the 
maximum monthly charge is reduced to 14%. Under such conditions many 
of these operators will have no alternative but to withdraw from the small 
loan field. This will result in the small loan business becoming more or less 
monopolistic and may well create an opportunity for a recurrence of the 
“loan shark” abuse. Either of these results is most undesirable and the public 
will lose a number of the loan services now available to it. 

The data of several of the smaller operators which have been placed before 
this Board indicates that an adequate investigation of the effect of the proposed 
rate reduction on the smaller firms apparently was not made before Bill No. 
140 was introduced. It is urged that, before a decision is reached with respect 


Toronto, July 29, 1946. 


apart. from a very few operators who may be able to carry on because of - 
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to any cine in the existing maximum monthly charge, a careful aveaueneon q 4 


be made of the effect of a reduction on the operations of a representative cross- 


section of the smaller loan firms to avoid any possibility of eliminating loaning “9 
facilities which may be necessary or desirable to meet public need and © 


convenience: 


With regard to the general advisability of lowering the maximum rate a 


of the monthly charge, it is noted that one of the largest operators has already 
reduced its rate to 13% per month. It is understood that there are several 
other plans in operation by Toronto firms at rates varying from 14% to 2% 
per month. The fact that one or more operators are able, because “of volume 
and special facilities for obtaining capital, to operate on a lower charge than 
the present ceiling, should not, in itself, be taken as sufficient reason to require 
other smaller and less fortunate operators to do business on the same rates. 
It is evident from the operation of companies licensed under the Act that 
competition has provided a more favourable rate than the present ceiling, 
on the part of those companies whose conditions of operation permitted, from 
which the public are benefiting. It is to be anticipated, therefore, that, in 
line with general business practice, competition for the same service will ensure 
the lowest economical rate, provided sufficient companies are enabled to operate 
to develop healthy competition. The present situation and outlook, however, 
would seem to require retention of the present 2% ceiling rate to permit of 
licensees providing the varied types of lending service required by the public. 


Commending these views to your favourable consideration, we remain 
Yours very truly, 


(Siened) F. D. TOLCHARD, 
General Manager. 
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MINUTES OF PROCEEDINGS 
| Monpay, July 15, 1946. 


The Standing Committee on Banking and Commerce met at 11.00 a.m. 


Members present: Messrs. Argue, Black (Cumberland), Blackmore, Dechene, 
3 Fleming, Gour, Hackett, Harkness, Hazen, Irvine, Isnor, Jackman, Lesage, 
¥ -Macdonnell (Muskoka- Ontario), MacNaught, Mayhew, Quelch, Strum. (Mrs). 


e In attendance: Hon. D. C. Abbott, representing the Minister of Finance, 
_ Mr. L. Rasminsky, Chairman (Alternate) and Mr. R. H. Tarr, Secretary, Foreign 
j a Y Exchange Control Board. 


x In the absence of the Chairman, Mr. Cleaver, it was moved by Mr. Irvine, 
seconded by Mr. Dechene, that Mr. Isnor act as Chairman. 


- Motion carried and Mr. Isnor took the chair. 


7 The Committee resumed consideration of Bill No. 195, An Act respecting 
- the Control of the Acquisition and Disposition of Foreign Currency and the 
— Control of Transactions involving Foreign Currency or Non-Residents. 


4 Mr. Rasminsky continued his explanation of certain provisions of the bill 
in answer to questions by members of the Committee. 


At 1.00 p.m. the Committee adjourned until 4.00 p.m. this day. 


AFTERNOON SITTING 


q The Committee resumed at 4.00 p.m., Mr. Isnor, presiding. 


¥ Members present: Messrs. Argue, Black (Cumberland) , Blackmore, Bradetite, 

Fleming, Gour, Harkness, Hazen, Irvine, Isnor, Jackman, Lesage, Macdonnell 
~ (Muskoka-Ontario), Mayhew, Michaud, Pinard, Quelch, Rinfret, Sinclair, 
(Ontario), Stewart (Winnipeg North), Strum (Mrs). 


In attendance: Hon. D. C. Abbott, representing the Minister of Finance, 
_ Mr. L. Rasminsky and Mr. R. N. Tarr of the Foreign Exchange Control Board. 


Further consideration was given to the Foreign Exchange Control Bill (No. 
195), Mr. Rasminsky being again questioned thereon. 


: Clauses 2, 3 and 4 of the bill were adopted. 
3 At 6.00 p.m., the Committee adjourned until Tuesday, July 16, at 4.00 p.m. 


R. ARSENAULT, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or Commons, 
July 15, 1946. 


The Standing Committee on Banking and Commerce met this. day at 
ag ‘o'clock a.m. The Acting Chairman, Mr. Gordon B. Isnor, presided. 


The Cumrx: Gentlemen, Mr. Cleaver, the regular chairman, is absent this 
aps morning. It has been suggested to me that Mr. Isnor take the chair, As that 
_ the pleasure of the committee? 
| Mr. Irvine: I move it. 
_- Mr. Decuenz: I second it. : 
4 The Currk: It is moved and seconded that Mr. Isnor take the chair. 
All in favour signify by saying aye. Contrary say nay. ; 
£ Carried. : 


a The Actinc CHAIRMAN: Conttéenien I received a note from Mr. Cleaver 
advising me that he would be unable to be present here this morning and 
4 suggesting that I might take the chair. I immediately wrote him stating that 
I felt because of the nature of the bill that it would be better to have one of a 
egal mind acting as chairman, but if it is your pleasure I will endeavour to 
ee earry on and with your assistance perhaps we will make some headway. 


— . Mr. Irvine:. Great is your faith. 
* The AcTING CHAIRMAN: I am optimistic. I come from the maritimes 
where there is optimism. If I recall correctly Mr. Rasminsky was before the 
“committee and I will ask him to proceed, or the members will proceed and he 

will give the necessary information with regard to the various clauses. We are 


on section 2, gentlemen. 


~~ 


Louis Rasminsky, Chairman (Alternate), Foreign Exchange Control 


2 Board, recalled. 


Mr. Buackmore: Mr. Chairman, before we commence I wonder if it might 
be in order to ask that I might have ‘about five or six minutes to make a little 
. statement I should like to make on the basis of which I should like to ask a 
question or two. Would it be quite all right? 
. The Actinac CHAIRMAN: It is quite all right with me. 
4 Mr. Buackmore: I am trying to get my teeth into this problem, and 
_ trying to find a place where I can do it. 


* 


The Acting CHatrrMAN: I am a layman like you. I read the bill very 


- earefully and I wondered as to whether we were going to continue to ask 
- questions as to the policy and the objects of the bill or to deal with the 
different sections one by one. If you wish to make extended remarks that is 
4 a matter for the committee. 

Mr. Buacxmore: I have no desire to make extended remarks, but as far 


. what is the purpose of this bill, and all that sort of thing. I may say that I 
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as I am concerned I have to have some'way of telling where we are going, 
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feel very humble in the matter because I have been in parliament only ten — 
years, and I was trained as a school teacher and as a farmer. I do not possess 
any special qualifications for dealing with problems of banking and commerce 
sand yet it is my responsibility to do so. I am trying to feel my way around 
with the assistance of the experts we have here. Therefore, if you do not mind 
I will say a few words about the way it looks to me and see whether we all agree. 
then we can proceed on that basis. 

Every nation like every individual is in constant danger of falling into 
debt. Mr. Rasminsky will check me in case I make any statement which is 
inaccurate. That is the first general statement and one which I think is 
exceedingly important, and which I do not. believe the majority of the people 
throughout the country realize. A nation, like an individual finds if it gets 
into debt that its freedom is impaired and its welfare is in jeopardy. Every 
nation then should strive to get out of debt and stay out. of debt. Canada is 
deeply in debt, even dangerously in debt. | 

Mr. Furminc: May I interrupt? I do not want to interrupt Mr. 
Blackmore, but I gathered from one remark he made that he expects Mr. 
Rasminsky to offer any rejoinder or comment on each individual statement as 
he goes along. If Mr. Rasminsky does not agree with any one statement then 
is Mr. Rasminsky’s silence to be regarded as acquiesence? - 

Mr. Irvine: May I interject? I do not believe this is exactly on the 
theme of the bill, is it? : 

Mr. BuackmMoreE: It will,be shortly. 


The Witness: I was silent because I naturally did not want to interrupt 
Mr. Blackmore, but Mr. Fleming’s intervention does give me the opportunity 
to say that I regard myself as being here to give any detailed information 
that I have in my possession which is relevant to the consideration of the various 
sections of this bill. From the tenor of Mr. Blackmore’s remarks up to this 
point I think I should say now that I do not believe that it would be expected 
of me that I would make any rejoinder or comment on Mr. Blackmore’s 
remarks. 

Mr. Buackmorem: I feel that is quite all right. My remarks all have a 
bearing on clause 26, section 2; members will not now be fearful lest I am 
out of order. I was saying that Canada is deeply in debt, even dangerously 
in debt, and Canada should get out of debt and stay out of debt. Bill No. 195, 
at present being considered by our committee, is a measure proposed as one 
means whereby Canada might be able to help to prevent herself getting any 
further into debt. If there is anyone who doubts that on the committee it might 
be all right to make a note. 


Mr. Irvine: I do not see the point, I am sure. ene may be coming to 
something different but I cannot see how-an exchange bill can help or hinder 
us from getting into debt. 


Mr. Buackmore: Maybe the best thing for me to do would be to ale my 
statement and then after that discuss the matter with the various members. 
I think there is no doubt at all that is what the purpose of the bill is, to help 
us to get out of debt. Bill No. 195 could appropriately be called the Foreign 
Exchange Control Bill. Its purpose is to help Canada get out of debt and 
keep out of debt. To judge of the adequacy or inadequacy of this bill we, as 
committee members, can safely ask ourselves this question: Is this bill the best 
kind of foreign exchange control bill the government could bring forward at the 
present time having in mind the objective of keeping Canada from falling 
further into international debt? 

Perhaps we should first satisfy ourselves as to the need for deep anxiety 
concerning Canada’s international debit situation, as to the need for some kind 
of severe measure for coping with Canada’s international debt position, as to 
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Ww serious is Canada’s international debt situation, and especially how deeply 
1s Canada in debt to the United States, for the United States is a very real and 
deadly threat to every nation but Russia, because having such a productive 
potential the United States resists imports thereby making United States dollars 
so hard to get. 

_ What is Canada’s debt position in respect of the United States? In my 
judgment it is disturbing. On page 7 of the report of the Foreign Exchange 
Control Board of March, 1946, we read:— 

a The aggregate foreign investment in Canada at the outbreak of war 
ys in 1939 was nearly $7,000 million, more than half of which, as table 3 
¥ below shows, was held by American investors. 


= 


v 


I take that to be the greatest cause for anxiety that this committee has, and 
_ probably the greatest cause for anxiety that the government has. Table 3 on 
page 7 of the report shows Canada’s debts at the outbreak of war in 1939 were, 
to the Unted States $4,190,000,000, to the United Kingdom $2,466,000,000 and 
to all others $270,000,000. I submit that obligation to the United States, Mr. 
. Chairman and members of the committee, is appalling. I have a question which 
- I should like to ask the witness. I should like to have witnesses come before this 
committee and answer it in sufficient detail to satisfy my mind as one of the 
_ responsible members of the committee. How did Canada come to be in such 
perilous bondage to her next door neighbour, the United States? 

What was her debt to the United States in 1900? I should like to know that. 
I should hike to know what is the matter that we are in this position of colossal 
- debt, a nation with the resources that we possess in Canada, with the kind of 
' people that we have and with the productive capacity we have. The fact that 
_ we are in debt to the United States to that extent is a challenge to every person 
in Canada, and especially to this committee. 

And now, I would like to know what are the commodity imports during 
— each of the years 1900 to 1939 which mainly contributed to the accumulation of 
_ this tremendous debt, and I would like to have the witness before this committee 
' who is qualified to answer that question; what were the commodities imported 
- during each of the years 1900 to 1939 which mainly contributed to the accumula- 

tion of this tremendous debt? And I would also like to have the witness come 

' prepared to give us an indication of what were the twenty major items. of 
- import during that period. 
Mr. Irvine: May I ask you a question, Mr. Blackmore? 
Mr. BLuAcKMOrE: Yes. 


_ Mr. Inevine: I think we are just so much better off if we can get $4,000,000 of 
- United States money, we can just let them do the worrying about it. 


eT Be 
—_ 


Mr. Buackmore: I do not think so. 


. Mr. Irvine: I think we should welcome all the money we can get from the 
_ United States. I think we should know more about that. 


Mr. Biackmore: That is all right. I will be prepared to go into that in 
detail, but I think we should keep out of debt internationally. 


Mr. Irvine: I agree with you about going into debt, but I think in this . 
particular case we should welcome United States investment. 


Mr, Buacxmore: Have I made that question quite clear? I want the 
witness who is called to be able to give the twenty major items which Canada 

' has imported which have contributed to this colossal debt. For instance, we are 
' today importing from the United States something like 5,000,000 tons of coal 
a year. Now, that would be one of the items. That thing has been going on 
for a long, long time. Is that one of the major-items which has caused this debt? 
Tf it is not, then what are the items which have built up this accumulation of 
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debt? It is only by having these items that we can find out the source from which a 
our debt accumulated. We in this banking and commerce committee ought to go ~ 


into this matter and give it some particular attention. Something must be done ~ 


if we are going to save our nation. Something must be done; and the country 4 
looks to those of us on this committee to find out what that is. This is the ~ 


committee which ought to find out, and pes ought to make a recommendation. 


adverse trade balances which resulted in our debt. 

And now, if I might elucidate just a minute, Mr. Chairman, I should like 
to recall to the members of the committee this thing to which I have given atten- 
tion myself and tried to get an understanding of, since I started to read this report, 


that there seems to be two kinds of transaction which caused the nation to fall a 


into debt; the first of these is current account, and has to do with the goods and 


services we import; and the second one is capital account, capital transactions © 


which have to do with the money we import. In order to eet an understanding 
of our debt position we have to be able te get some sort of comprehensive picture 


of what has taken place in our current. account transactions and in our capital — 


account transactions. 

During these years from 1900 to 1939, then, I would like to have this from 
another witness, or the same witness if he is able to give it; what were the capital 
imports during ‘each of those years 1900 to 1939 which mainly contributed to 
Canada’s accumulation of debt—and let him tell us the twenty major items 
under this heading, if there were twenty major items. 

And now, so that an ordinary person like myself, trained as a farmer and 


a school teacher, can get an understanding of the problem—(it is no use for me 


or any one else to sit here as a member of this committee and talk. about things 
they do not understand. I have a responsibility as a member of parliament to 
my people. I want to understand and be able to deal with this thing intelligently. 
I think a large percentage of the other members of the committee who are here 
are in a similar situation to myself.) 

May I draw attention to certain passages in the report: they are not very 
extensive, but to me they are just simply filled with portent. On page 3 I find, 
at the bottom of the page in the last paragraph, these words:— 


The total excess of imports over exports during the five years 1910 
to 1914 was $950 million. Other international payments On current account 
exceeded receipts by $750 million. The aggregate deficiency on current 
account, and therefore the apparent capital import or net increase in 
external debt, was accordingly some $1,700 million during those five years. 


What was happening to. Canada, and what could have been done about it? 
Had Canada had a foreign exchange control board like the one we have pre- 
supposed in the bill before us, could she have prevented that sort of thing; and if 
so, to what extent? I think, ] Mr. Chairman, those are questions which ought to 
be made clear to me. I am assuming that I am the weakest THER DET of oe 
committee. I would like to have those ‘things cleared up. 

And now, on page 4, I find: — 


Hxpoits far prceed imports, but the ‘ Gnvisible” current account trans- 
actions resulted in a large deficit. ‘ 


That was in the period 1914 to 1918. That was the war period, I will grant — 


you; and may be they had no Hyde Park agreement, and there was no import 
of U.S. capital to build a Canol project or another Alaska highway project. We 
will grant all that. Nevertheless I think as members of the committee we ought 
to know just why that serious deficit took place when Canada exported far more 
than she imported, yet as the result of unfavourable current account transactions 
she had a large deficit in her United States trade. I find these facts disturbing 
to me; I would like to have them cleared up. m 
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-_ And in the early 20’s there was once again a substantial deficit in Canada’s 
_ international current account. In 1920 alone she had a deficit of $350 million, 
_ which is referred to in this report as, “an abrupt and very large change from the 
_ previous year’s small surplus on current account”. 

4 Now, Mr. Chairman, I find myself irritated, exasperated, by this considera- 
_ tion. I can understand how we might have gone into debt as the result of war, 
but to think that in 1920, in one of the best years, we again went into debt to the 
tune of $350,000,000! I would like to know whether or not had Canada had a 
foreign exchange control bill such as bill 195 could she have prevented that 
increase of debt or modified it to some degree so that future generations would 
not be burdened by that colossal obligation. 

Now, down the page, towards the end of the last paragraph, I find these 

words, which I again think are challenging:— 


In the three years 1929-31 we had a ‘net trade deficit of $165 million, 
compared with a net surplus of $590 million in the three preceding years 
1926-28. By this time payment of interest and dividends on foreign 
investments in Canada— 


This would answer the member ‘for Cariboo (Mr. Irvine), I think. May I 
read that sentence again? 


By this time payment of interest and dividends on foreign investments 
in Canada had become a large and fairly rigid feature of the current 
account and the current account as a whole showed a deficit of $825 
million in 1929-31 compared with a surplus of $85 million in 1926-28. 


‘ 


IT would just like to know why it was that between 1929 and 1931 we should 
have had a deficit. What was the matter with us? Would this foreign exchange 
control bill stop that sort of thing? And, if not, why not? 

Now, Mr. Chairman, I think I have imposed on the committee sufficiently 
for the present, but I think I have given the reasons why I would like to have 
these questions answered in considerable detail. 


Mr. Irvine: I think the first thing for the committee to decide, Mr. Chair- 
man, is whether the inquiry, raised by the member which no doubt was interest- 
ing and important, is relevant to the bill? If it is, I think we should acquiesce 
in his request and find the person who can give the answer. 


Mr. Buackmore: If my first question has no relation to this bill, then I 
would say that it should be studied; and if this committee is not the place in 
which to do it, that it should be studied in the House of Commons. It is, to 
say the least, a thing which should be studied by someone in this Dominion of 
; Canada. 

} May I ask just another question. I do not want to take up too much of the 
time of the committee, but the point is this, somebody has got to deal with this 
1 situation. I do not believe any member of the committee wants to see this 
q country go on continually plunging into debt until we are destroyed ; but, where 
: is the place; and where, and how, and when are we going to do it? If this is not 
the place, will somebody please tell me what is. 
Mr. Hazen: Is the purpose of this bill to get us out of debt and keep us 
3 out of debt? Mr. Blackmore seems to be basing his question on the premise 
. that the purpose of this bill is to get the country out of debt and to keep it out 
of debt. If that is the purpose of this bill then it seems to me that he 1s right in 
asking these questions. If that is not the purpose of the bill, then it seems to 
me it would be better if the questions were asked some place else and at another 
time. I am speaking as a layman in this matter. 


Mr. Buackmore: We are all laymen. 
Mr. QuetcH: Mr. Chairman, I was just going to say this; let’s read the 
preamble, I think it is quite clear. 
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Mr. Macponneuu: Yes, I was going to suggest that the way to answer this 


question was to refer to the preamble of the bill. That would indicate whether — 
it was the purpose of the bill to get the country out of debt and to keep it out 


of debt. 


The Witness: I think I can answer that best by adie to you the preamble 
of the bill. But I may say this, that in the statement of purposes contained 
in the preamble that is not set out as one of the purposes of the bill. 


Mr. Buackmore: Mr. Chairman, might I ask Mr. Rasminsky two or three 
questions? J-am trying to clear the underbrush away from the trees so that I 
can see through to the really big ones. This bill is designed to keep us from 


allowing too great quantities of our money to leave this country, isn’t it? It 


is designed to give us control over capital transactions, isn’t it? 


The Wrrness: I can only answer that, Mr. Blackmore, by quoting from 
the preamble which contains the statement of purposes of the bill: — 


Whereas it is desirable to control and protect the value of the Cana- 
dian monetary unit in relation to foreign currencies; And whereas it 1s 
desirable to ensure that Canada’s resources in foreign currency shall be 
made available to meet the needs of Canada as a whole; And whereas 
it is desirable to ensure that the said resources in foreign currency are 
used to promote and facilitate trade and other normal current trans- 
actions with other countries and are not dissipated through disadvantage- 
ous exports of capital from Canada or for other purposes disadvantage- 
ous to Canada as a whole; And whereas it is desirable to provide means 
for achieving orderly exchange arrangements and in general discharging 
the obligations of Canada as a member of the International Monetary 

~ Fund; 


I take it that is the official statement of the purposes of the bill. 


Mr. BuackMore: You see, a good many of those statements are very vague. 
Their. implications might be very narrow or very extensive. I will simply ask 
this question, Mr. Chairman, and members of the committee; if what I have 


indicated is not the purpose of this bill, why is this report of the Foreign. 


Exchange Control Board, which is largely concerned with the very items I have 
mentioned, placed before us. You will notice that the very first thing it does 
for any person who reads the report is to show the condition of Canada in the 


international sphere with respect to debts. All the pages, 1, 2, 3, and a good. 


many more pages, are devoted to that very problem. And now, if dealing with 
our international debt position is not the object of foreign exchange control, why 
then has this report, so largely concerhed with international debt, been placed 
before us? 


The Actine. CHAIRMAN: Mr. Blackmore, I believe at an earlier stage in 
~ your remarks you pointed out the fact that your observations related more 
particularly to section 26. Would it be agreeable to you to permit the com- 
mittee, if they so desire, to proceed with the bill section by section until we 
reach section 26, and then for you to ask your questions relating to debt? 


.Mr. Buackmore: So far as I am concerned, Mr. Chairman, I will be quite 
happy to do as you suggest, except for one thing; it is well known as a matter of 
procedure that this is the point at which we may ask questions of a general 
nature and get answers thereto without being called out of order. And now, Mr. 
Chairman, what I am concerned about is this, I want to get this thing cleared 
up. I want to be satisfied in my own mind as to what the primary objeet of this 
bilkis; and, as I see it, it is to enable Canada to control her international debt. 
I do not think there is a doubt in the world about that. 
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BS Me: QuELcH: ws Paid also: like to ask Mr. Rasiineky a question—he 
quoted from the preamble:— 

, And whereas it is desirable to provide means for achieving orderly 
exchange arrangements and in general discharging the obligations of 
Canada as a member of the International Monetary Fund; 


- Does not that imply that in order to carry Sat our obligations not to exceed 
our quota it is desirable that we should not get into debt? Otherwise, we may 
_ have imposed upon us certain charges for the amount that we exceed our quota? 


The Witness: The implication of your question would seem to be that the 
International Monetary Fund is an institution which is designed exclusively for 
the use of creditor nations. 


| Mr. QuetcH: No, I think for debtor nations also; but in order that it can 
use the quota of other nations to finance imports. 


The Witness: Yes. 


Mr.. QueLcH: And when they exhaust their own quota they are then per- 
haps open to certain charges which can become quite considerable over the 
years. 


The Wrrness: But, Mr. Quelch, if Canada does not wish to incur the 
charges involved in the use of her quota under the International Monetary 
Fund, I presume she will not use her quota in the International Monetary Fund. 
It is entirely up to Canada whether-she uses her quota or not— 


By Mr. Quelch: 


Q. Would not that be part of the fneeon of the Foreign Exchange Control 
Board, to prevent that, exceeding her quota under the agreement?—A. No, sir. 
The responsibility of the Foreign Exchange Control Board will be to administer 
the measure that you are studying in this committee and no other. I am afraid 
I must have missed the point of your question, Mr. Quelch, because I do not 
seem to be answering it. 

Q. You will by preventing the export of capital? I mean, you can place 
certain restrictions on current account transactions where you think they are 
being carried on at a price which is not economical?—A. Apart from that 
exception, the Foreign Exchange Control Board under this legislation has no 
authority to contro] in any way the imports and exports of goods. 

Q. I think that is the whole point of Mr. Blackmore’s question, that it should 
| have that authority.—A. If that is the point of Mr. Blackmore’s question, then 

I can answer the question, and the answer is I think quite simple. The answer 

is that if circumstances arose in which for one reason or another it seems desirable 

to place restrictions on the import of goods into Canada then it is evidently 

the opinion of the government in this measure that the power to place those 

restrictions should not. be conferred upon an ‘administrative body such as the 
Foreign Exchange Control Board. That power should rest where it always has 
rested, namely, in parliament, and any import restrictions should be imposed as 
a result of the normal legislative processes. ‘This measure does not take away 
from parliament any of the powers that parliament now has in connection with 
| the control of imports. What this measure does is refrain from conferring on an 
' administrative body, namely, the Foreign Exchange Control Board, any power 
to control in any way the quantity or the composition of Canada’s imports or 
exports. 

Mr. Fiemine: I cannot quite follow Mr. Rasminsky’s statement— 


The Acting CHArRMAN: Would you allow Mrs. Strum to ask a question? 
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By Mrs. hie 


Q. I want to get it clearly in my mind. Like Mr, Blackmore I am looking — % 
for information. I take it this is a continuation of the ee we had before = 
the week-end, is it? oF he 


The Acting CHAIRMAN: Yes. 


By Mrs. Strum: . 

0: What I am thinking is that Mr. Blackmore’s point is just a part of the | 
whole question. Would not payment of debt be just one of the things that would 
be authorized by the passing of this bill? Is this not a bill with a much wider 
application than Mr. Blackmore is putting on it? | ; 
The AcTING CHAIRMAN: I think possibly his remarks were made before a 
you came in. 


Mrs. Strum: He was talking about the public debt. 


The Actinc Cuarrman: He based his remarks on section 26 dealing with ~ 
exports or imports. ae = 


By Mrs. Strum: ‘4 
Q. I should like to ask Mr. Rasminsky if the purpose of this bill is not to 
cover a number of things, that is, the transactions of companies and individuals — 
and the payment of public money? Does this not have to do with currency — 
and not with any one thing? Is it not a sort of blanket bill covering a number 
of transactions?—A. That is right. The purpose of this measure is to bring _ 
under supervision, and in some cases under control, all financial transactions and ~ 
transactions in goods and other valuables between residents of Canada and resi- 
dents of other countries. As has frequently been pointed out, the only restrictive © 
use which is at presentt being made of the scrutiny which the Foreign Exchange 
Control Board makes of all transactions, is in respect of certain types of capital 
transactions. Other transactions are brought under the scrutiny of the Foreign 
Exchange Control Board because it is necessary that they should all be brought 
under its scrutiny to ensure that capital transactions do not take place. As 
IT understand it Mr. Blackmore is raising a question of the policy that is followed 
from time to time in connection with the administration of this measure. That, 
of course, might be raised in connection with any one of the various types of’ 
transactions you have alluded to. He has referred particularly to the policy 
regarding international indebtedness. 

Q. Just to get this clear in my own mind, the purpose of this bill has 
nothing to do with the policy in regard to debt but it is rather the regulation 
of the passage of money, the payment of moneys?—A. The question of the 
import and export of securities is one of the things that is covered by this 
measure. . 

Q@. But this is not policy making?—A. No, that is right. This simply: 
provides the machinery. The question of policy is a question for the government 
to determine. 


By Mr. Macdonnell: 


(. Under section 27 you in effect determine questions of policy?—A. On 
the question of securities? | 

(. Yes. How do you determine whether or not you will allow money to be 
imported?—-A. In a general way by authorizing the granting of permits for 
the sale of securities to non-residents provided certain conditions are met. 

@. Well, are those absolutely automatic? Is there any discretion that you 
exercise?—A. In connection with the sale of securities? 

@. Yes.—A. There is no individual diseretion, no. We set out certain © 
types of criteria which must be met. For example, let us take a security which 
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‘ See in AG ritted States Aullavs: let. us say a Canadian owns an American 
security. If the Canadian owns an American security and wishes to sell it in 
4 the United States he must receive payment in United States dollars. He cannot 
receive payment in sterling or in Chinese currency or in Canadian dollars 
acquired through the unofficial market. He must receive payment in United 
_ States dollars, and the United States dollars must be sold to the Bank of. 
- Canada if they are not used for the purpose of being reinvested. 

Q. Apart from the technique, let us say that a man wants to make a bond 
- issue in the United States. Have you not certain discretion in determining 
' whether that will be allowed at all?—A. Yes, we have. 


Mr. Hackett: This all gets back to Mr. Blackmore’s question. 


The Wirness: The point I wish to make is that discretion is exercised 

_ according to certain definite principles and is not an individual diseretion that 

i exercised in connection with each Barina application that comes before the 
oard. 


Mr. Hacer: That was the result of the discussion raised by Mr. 
Jackman with regard to the sale of Canadian securities to Americans or the 
- purchase of Canadian securities by Americans in the month of January last 
when the price suddenly went up, and it was suggested by Mr. Jackman that 
resulted from an order of the board. I do not think you fully acquiesced in it, 
but that is the way the matter stands. There are those who consider that the 
board is used to keep down the foreign debt—what do you call it, Mr. 
Blackmore? 


Mr. Buackmore: Foreign obligations or foreign debt, international debt, 
particularly the debt to the United States. 


By Mr. Fleming: 


_Q. There is one remark of Mr. Rasminsky’s that I should like to ask a 
question about. I think it was his final remark in reply to Mr. Quelch’s — 
question. I could not quite follow it. I know that Mr. Rasminsky is usually 
so convincing on a point that I hesitate to say that this is different. It is 
‘perhaps an unusual situation. Mr. Rasminsky intimated that he did not 
construe the bill as taking away from parliament any of parliament’s power 
to deal with imports and exports as it sees fit. While in the sense that parlia- 
ment can always revoke its own Acts and repeal its own measures no doubt 
that is true yet nevertheless having regard especially to sections 25, 26 and 27, 
surely we have a provision where parliament is conferring on someone outside 
of parliament the power to exercise some regulatory control over the move- 
ments of goods or capital in a more liquid form. Surely it is not a complete 
answer to say that protection is provided in what are apparently intended to 
be the saving or reassuring clauses, section 25, subsection 2, section 26, sub- 
section 2 and section 27, subsection 3.’ They do not go so far as to remove from 
the Foreign Exchange Control Board all regulatory power with reference to 
the movement of goods, currency, and securities?—-A. I do thing that the 
subsections to which you have just referred very definitely have this effect, that 
they make it impossible for the board to withhold permits for the import or 
export of goods except on two grounds, one, that the payment is not in a 
currency which has been specified as the appropriate currency for that trans- 
action; and two, on the ground that there is an improper valuation placed on 
the transaction. 


By Mr. Hackett: 


Q. Resulting in an export of capital?—A. Resulting in an export of capital. 
Unless one or the other of those conditions has been met then I do suggest 
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that the very direct effect of section 25, subsection 2, and section 26, subsection 2, x 
is to remove from the Foreign Exchange Control Board any authority to influence — 


in any way either the quantity or composition of Canada’s external trade. 


By Mr. Fleming: | | . 
Q. I think we will be on common ground if we say that there is no element 


ee 
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of discretion left to the board in broad terms to deal-with individual cases. That — 


is the effect of subsection 2 of section 26 and subsection 2 of section 25, but 
surely the board does retain a direct regulatory power, even making all allowance 
for subsection 2 in both cases. It does retain a direct regulatory power over the 
movement of goods, currency and securities?—A. Currency and securities are 
something else. It is of the very essence of the control of capital movements 
that the board must have power to license transactions in currency and securities. 

Hon. Mr. Assort: I think it is fair to say that parliament through this bill 
will delegate to the Foreign Exchange Control Board the authority to regulate 
capital movements. 

~The Witness: Subject to control from the Minister of Finance. 


Hon. Mr. Asgorr: Oh, quite, but there is a very wide discretion given to the 


board with respect to those matters. As Mr. Rasminsky has said that is essential 
to a plan of foreign exchange control as distinct from an equalization fund. 


The Wirnuss: May I add this to what the minister has said, that in order 
to enable the board to exercise that control over capital movements it is abso- 
lutely essential to give the board the authority to scrutinize all current account 
transactions and to place restrictions on import or export transactions which take 
place at improper valuations which have the effect of producing capital move- 
ments, or which take place in currencies which have not been designated as the 
‘appropriate currencies for those transactions. 


By Mr. Macdonnell: 


Q. I am not quite able to square what the salutes has np with what you 
said a few minutes before that while it is true in respect of securities you could 
regulate, you can only do it according to general rules, not in individual cases, 
but according to general rules laid down. Did I understand you correctly then?— 
A. No, I was stating a position of fact there, Mr. Macdonnell. I wanted to make 
it clear that the board does have control and exercises control over capital trans- 
actions, but it does not exercise control by looking at each individual case and 
deciding that it will turn this transaction down but it will turn this transaction 
up. The board exercises that control by deciding from time to time, subject to 
the control of the minister, that certain types of transaction will be authorized 
and certain types of tr ansaction will not be authorized. 

@. And the types may vary from time to time?—-A. They may, yes, sir. 

@. Then that is the explanation of what I did not quite understand. In 
other words. I have here the instructions prevailing at the moment, but never- 
theless those may, in the discretion of the Foreign Exchange Control Board, be 


_altered, so in effect the restriction on the movement of capital could be drastically — 


changed the day after tomorrow? 
Hon. Mr. Asporr: With the approval of the minister. 
Mr. MAcponnetu: Surely, but without the approval of parliament. 
Hon. Mr. Asgortr: Oh, quite. 


By Mr. Fleming: 
Q. Coming back to Mr. Bene s earlier remark in reply to Mr. Quelch 
on which I pricked up my ears, when you spoke about imports I took it you were 
confining your remarks there to imports of goods?—A. Yes. 
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_ Q. In other words, the suggestion there is no regulatory power vested in the 
_ board with reference to imports at the expense of any power parliament now has 
~ in that regard, Mr. Rasminsky, was referring to the export and ak of goods 
: _ rather than securities and currency?—A. That is right. 


By Mr. Hazen: 
@. Then I call your attention to this reference to imports and exports of 
~~ goods. Subsection 2 reads:— 
ry “The Board shall not withhold a permit for the import’’—or export— 
“of goods”. 


But if you read subsection 1 it is much broader than that. It reads:— 
No person shall. 


And it deals with property. ‘There is a broad difference. Property includes 
everything, and under the definition section goods are limited. There is a limited 
definition of goods. Property includes goods and everything else. Subsection 2 
of section 26 reads:— 

The Board shall not withhold a permit for the import of goods. 


And so on. It does not say that the board shall not withhold a permit for the 
import of property.—A. I think one has to ask oneself what are the other types of 
property that are eovered by subsection 1 of sections 25 and 26. Property is 
defined in section 2, subsection 1, paragraph S, to mean “every kind of real or 
personal, movable or immovable property.” Tf one excludes goods and real 
estate, the other types of property coming under consideration are currency and 
securities. 


_ Hon. Mr. Asporr: Intangibles of some kind. 


By Mr. Hazen: 
Q. The definition of “goods” is:— 


“Goods” means any property other than real or immovable property, 
currency, securities, negotiable instruments and choses in action. | 


A. It is currency, negotiable instruments and choses in action that in effect 
j are covered by section 26, (1) and section 25 (1) in addition to goods. I do 
not see how one can control capital movements without controlling the import 
, and export of currency and negotiable securities. It is of the very essence of 
4g the control of capital movement. 
4 
‘ 
r 
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By Mr. Macdonnell: 


@. I would not question that. Incidentally may I say in case my questions 
: give rise to any misapprehension that I recognize we have got to have control. 
My question is what kind it is to be, how long it is to continue, and all that 
sort of thing. I should like to ask a question. You have pointed out that 
so far as goods are concerned all you do is serutinize the bona fides of the transac- 
tion, and you point to subsection 2 of section 25 which says that you may not 
refuse. Nevertheless what I want to ask is this: Suppose you find—and this 
goes back to Mr. Blackmore’s question—that the import of goods is getting 
to a point which you think is undesirable from the point of view of the exchange 
rate, or what you will. Might that then cause you, by reason of the large 
. amounts of money which were being used on current accounts to provide for 
the import of goods, to change your dispositions with regard to your rules 
affecting capital, currency, securities, and so on? In other words, can you in 
an indirect way do what you may not do directly? I am not suggesting that in 
any critical sense. I am asking if that is the effect of the way it works?—A. I 
co not think so. If we found that the import of goods into Canada was creating 
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a drain on Canada’s exchange position then I think it is clear that what the — 
Foreign Exchange Control Board would have the duty to do would be to bring ~ 
the situation to the attention of the minister, and if the Foreign Exchange 
Control Board itself thought it appropriate to do so it could recommend certain 
courses of action for the consideration of the minister. 

Q. For example?—A. I think it is more likely that some of the senior officers 
of the Foreign Exchange Control Board, acting in an advisory capacity to the 
minister rather than the board itself, would recommend certain courses of action. 
For example, I may recall what was done in 1940 and 1941 when precisely the 
situation we are discussing now did, in fact, come about. We were running 
out of United States dollars. There were two main courses of action that 
were taken at that time to deal: with the situation. One was the War Exchange 
Conservation Act, an Act of parliament which placed an embargo on the import 
of certain specific commodities from the United States and other countries to - 
whom we had to pay United States dollars for those imports; the second was 
the restrictions on the use of United States’ funds for travelling. Those were 
the courses of action that seemed appropriate at that time to deal with the 
situation. 


By Mr. Quelch: 

q. Mr. Blackmore suggested that section 26 should be Silene in order to 
give the board power to control or restrict imports in order to help balance our 
payments. Mr. Rasminsky suggested that that could be done by legislation. 
It does seem to me we would not have that power under legislation, and we 
would not have that power to give the board that power in view of the fact that 
we are members of the Fund. Now, I raised that question the other day and 
Mr. Rasminsky pointed out that that only dealt with exchange. I dropped the 
question because I did not have a copy of the Bretton Woods agreement. Under 
(b) of section VII I find this:— 

; 3. (6) A formal declaration under (a) above shall operate as an 
authorization to any member, after consultation with the Fund, tempo- 
rarily to impose limitations on the freedom of exchange operations in the 
scarce currency. 


Surely that can only mean one thing. If the Fund declared American dollars 
to be scarce then the Foregin Exchange Control Board would have the right to 
limit the amount of currency to be made available to pay for imports. Is not 
that correct? To limit the amount of foreign exchange of the member whose 
currency was scarce. If you are going to limit the amount of American dollars 
available to importers what does that mean? You are suggesting we could 
import goods without paying for them; is not that so?—A. Yes. 

Q. Under article VII it does provide for placing a restriction against imports 
if the currency of a certain nation is declared scarce, and unless the currency of ~ 
a certain nation is declared scarce then you have no power to place restrictions 
against the imports of any nation, and therefore legislation could not be passed 
and the board could not be given the power to place restrictions on imports. 
When I raised this quetsion Mr. Rasminsky mentioned that article VII only 
referred to exchange control, but on the other hand the board could hardly give 
a permit to import goods from a nation and then refuse to make the currency 
of that nation available to pay for those imports?—-A. I think the position is 
this, Mr. Quelch, if the scarce currency article came into effect, say against the 
American dollar, that would leave the Canadian government free to impose dis- 
eriminatory import prohibitions or restrictions against imports from the United 
States, notwithstanding any other commitments that the Canadian government 
might have i in a commercial treaty with the United States.or in any other inter- 
national convention dealing with trade; that so far as foreign exchange regula- 
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___ Q. And vice versa, if the Fund had not declared American currency to be 
-searce you would not have that right; in other words, you would not hdve the 
right to place any restrictions on the imports of America?—A. Yes. 


Q. It seems to me that you have no power to place restrictions against the 


imports of any nation unless the currency of that nation is declared scarce?— 
A. No. 


Q. We definitely would lose that power if we agreed to the proposals of the 


- United States for the expansion of world trade, because it states here:— 


2. Restrictions to safeguard the balance of payments. ‘Members 
confronted with an adverse balance of payments should be entitled to 
impose quantitative import restrictions as an aid to the restoration of 
equilibrium in the balance of payments. This provision should be oper- 
ative under conditions and procedures to be agreed upon. ‘These con- 
ditions and procedures.... 


(d) should provide for the full application of nondiscrimination in the 
use of such restrictions after the transitional period. 


That is to say if we agree to that. We cannot place a restriction on the imports 
of any one nation unless we place similar restrictions against imports of all 


nations, although we may have a balance of trade with the rest. It seems to 
me we also will not have that power in the Bretton Woods agreement unless 


_ that nation’s currency will be declared scarce. We might have a scarcity of 


American dollars in Canada without American dollars having been declared a 
scarce currency in the Fund, and we would not have the power to place a 
restriction. By becoming a member of the ‘Bretton Woods agreement we for- 


 feited the right to place a restriction on imports of any one national unless the 


currency of that nation has been declared scarce in the Fund?—A. We have 
forfeited the right— 


Mr. BuacKMoRE: Surrendered. 


The Witness: —surrendered in common with other countries. We have 
agreed under the Bretton Woods agreement to make the well known excep- 
tions for the transitional period. We have agreed. not to place any exchange 
restrictions on current account transactions with other member countries. 

Mr. QuetcH: That is the same thing as saying a restriction on imports. 

The Witness: No, it is not, and that is the point I have to repeat; that 
all we have agreed to in the Bretton Woods agreement is what is stated in 
the Bretton Woods agreement, namely, in article VIII, section 2:— 

..no member shall, without approval of the Fund, impose 
restrictions on the making of payments and transfers for current inter- 
national transactions. 


Restrictions on the making of payments and transfers. There is no under- 
taking there not to impose import restrictions. 

Now, it is perfectly true that the whole question of import restriction 
and import policy is dealt with in another document, the one you have 
quoted from; but so far as the Bretton Woods agreement is concerned it is 
concerned exclusively with the question of exchange restriction. What it 
ensures is that unless the scarce currency clause comes into effect. that countries 
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shall not import and then make payment to a blocked account. The other 
document you refer to deals with the conditions under which countries will 
agree to impose or restrain from imposing import prohibitions or quotas. 


Mr. QugeutcH: Referring to Bretton Woods agreement, you would not suggest ) 
that the Foreign Exchange Control Board could aye a permit for imports — 
and refuse to make currency available? 


The Witness: If the scarce currency clause were in effect, and 1f it were the 
policy of the government to import for payment in blocked Canadian dollars, — 
and if the exporter was willing to take blocked Canadian dollars, it would : 
be quite consistent, I believe, with our obligations under the Bretton Woods — 
agreement to do that. 


Mr. Fiemine: Perhaps the way to solve this problem is to confine this — 
present measure of the transitional period with the terms of the Bretton — 
Woods agreement. We would get back to the problem of how long this type — 
of control is to be. 


Mr. QuretcH: This does not apply except in regards © the transitional | 
period. 


Mr. Fuemine: Perhaps that is the way to solve this~problem; confine it © 
to the transitional period. | 


Hon. Mr. Apsporr: You may remember I referred to that at fies opening — 
of the committee’s proceedings since Mr. Macdonnell had suggested that perhaps — 
the committee might consider placing a limit on the duration of this legisla- — 
tion, and I made reference to that in my brief opening statement when the 
committee commenced its sittings. I pointed out that the practice followed — 
here was the usual practice with legislation under the British parliamentary © 
system, that it was an open-end bill, leaving it to parlhament to repeal the — 
measure when it was no longer necessary, but that the government would be © 
quite ready to consider placing a time limit on the legislation. I suggested | 
that while we were prepared to leave the bill as it is we would consider a term — 
but at the same time it should not be less than the term of the transitional 
period which was indicated under the Bretton Woods agreement, and also in 
connection with the loan to Britain. | 


Mr. Fiemine: I would not go five years with the minister on the limitation 
of the bill. JI think there is something to be said in line with Mr. Quelch’s 
“point for confining the terms of the bill so that we shall not come into this 
clash, as Mr. Quelch sees it, as between the provisions of the bill on the one ~ 
hand and Bretton Woods obligations on the other. I would not want that . 
observation to be taken as carrying me the whole length of five years with 
the minister. 


Hon. Mr. Aspotr: I have not suggested any term. I only brought it up 
because it was brought up by Mr. Macdonnell when the bill was given second 
reading. My frank opinion is that the best course would be to let the bill 
stand as it is without a term, leaving it to parliament and the government 
of the day to repeal it as soon as it is no longer necessary. I am not indicating 
how long it will last—whether a year or two years or three years or five 
years; I think it is better to leave it on the basis that it would be continued 
so long as it is necessary and desirable in the interests of the people of Canada. 


Mr. Irvine: Can you name a time when it will not be. necessary? 


Hon. Mr. Assorr: I am quite ready, speaking on behalf of the government, — 
to consider the views of the committee on that point, ang I said so at the | 
opening of the proceedings. 
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By Mr. Jackman: 


@. How long is the transitional period under Bretton Woods?—A. The 
transitional period—perhaps I had better read the whole of the article so 
as to place it on record: 


ARTICLE XIV—TRANSITIONAL PERIOD 


Section 1. Introduction. 


The fund is not intended to provide facilities for relief or reconstruc- 
tion or to deal with international indebtedness arising out of the war. 


Section 2. Exchange restrictions. 


In the post-war transitional period members may, notwithstanding 
the provisions of any other articles of this agreement, maintain and adapt 
to changing circumstances (and, in the case of members whose territories 

4 have been occupied by’ the enemy, introduce where necessary) restric- 
tions on payments and transfers for current international transactions. 
Members shall, however, have continuous regard in their foreign exchange 
policies to the purposes of the Fund; and, as soon as conditions permit, 
they shall take all possible measures to develop such commercial and 
financial arrangements with other members as will facilitate international 
payments and the maintenance of exchange stability. In particular, 
members shall withdraw restrictions maintained or imposed under this 
section as soon as they are satisfied that they will be able, in the absence 
of such restrictions, to settle their balance of payments in a manner which 
will not unduly encumber their access to the resources of the Fund. 
Section 3. Notification to the Fund. 


Each member shall notify the Fund before it becomes eligible under 
Article XX, section 4(c) or (d), to buy currency from the Fund, whether 
it intends to avail itself of the transitional arrangements in section 2 of 
this article, or whether it is prepared to accept the obligations of Article 
VIII, sections 2, 3 and 4.. A member availing itself of the transitional 
arrangements shall notify the Fund as soon thereafter as it is prepared 
to accept the above-mentioned obligations. 
Section 4. Action of the Fund relating to restrictions. 


Not later than three years after the date on which the Fund begins 
operations and in each year thereafter, the Fund shall report on the 
restrictions still in force under section 2 of this article. Five years after 
the date on which the Fund begins operations, and in each year there- 
after, any member still retaining any restrictions inconsistent with Article 
VIII, sections 2, 8, or 4, shall consult the Fund as to their further reten- 
tion. The Fund may, if it deems such action necessary in exceptional 
circumstances, make representations to any member that conditions are 
favourable for the withdrawal of any particular restriction, or for the 
general abandonment of restrictions, inconsistent with the provisions of 
any other articles of this agreement. The member shall be given a suit- 
able time to reply to such representations. If the Fund finds that the 
member persists in maintaining restrictions which are inconsistent with 
the purposes of the Fund, the member shall be subject to Article XV, 
section (a). ‘ 


Section 5. Nature of transitional period. 

In its relations with members, the Fund shall recognize that the post- 
war transitional period will be one of change and adjustment and in mak- 
ing decisions on requests occasioned thereby which are presented by any 
member it shall give the member the benefit of any reasonable doubt. 
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Mr. Macponneuu: I ae read the portion of the bill, a I shall not, 


perhaps, bring it up now unless you desire it. I prefer to wait a little time. 


By Mr, Fleming: 


Q. May I ask Mr. Rasminsky for a definition? He used the expression, 
in an answer he gave before, “moneys raised in an unofficial market”. What is 
an unofficial market?—A. What is an unofficial market? J think I can give the 
explanation of an unofficial market by defining the official market. The official 
market in exchange is conducted by the Fc orelgn Exchange Control Board 
through the Canadian monetary system. In the official market, or through 
the official market, the Foreign Exchange Control Board provides United States 
dollars for all current account transactions with the United States and the 
United States dollar area, which is the only area which comes into consideration 
in connection with the unofficial market. The appropriate currency in United 
States dollars. The Foreign Exchange Control Board stands ready through the 
Canadian banking system to provide United States dollars for all imports into 


Canada, and for all other American transactions including personal expenditures, 


interest. on dividend payments to residents of the United States dollar area. In 
addition, the Foreign Exchange Control Board, through the Canadian banking 
system, provides United States funds to meet capital debts which are expressed in 
terms of United States dollars at their maturity. If the obligations of any Cana- 
dian corporation, including the provinces, or of course the Dominion government, 
fall due and those obligations are expressed in terms of United States dollars, 
the debtor corporation can purchase United States dollars from a Canadian 
bank at the Board’s official rate, and, of course, that money comes out of the 


Board’s reserve of United States dollars. On the other side, Canadians who. 


export to the United States dollar area are required under the Foreign Exchange 
Control Board’s regulations to obtain a counter value of United States dollars 
for their exports. In principle those United States dollars are sold to a Canadian 
bank and the sales come under the control of the Foreign Exchange Control 


Board. I say “in principle” because the Board has authorized a very large . 


number of corporations which have both import and export transactions to 
maintain in their own name United States dollar bank accounts to save them 
the trouble of selling the proceeds of the export to the Board and then buying 
from the Board the United States funds that they require to pay for imports. 
So that one can see that transactions with the United States dollar area are also 
conducted in terms of United States dollars. 

Now then, what does this exclude? It excludes certain types of capital 
transactions on the supply side in the unofficial market, by which I mean the 
Canadian dollars that are available or sold in the unofficial market. There 
are two main elements on the supply side: (a) Canadian dollar balances in 
bank accounts which non-residents, broadly speaking Americans, held in Canada 
at the beginning of exchange control. At the beginning of exchange control 
Americans were holding rather substantial amounts deposited in Canadian 
banks. The Foreign Exchange Control Board does not recognize any obligation 
to convert those Canadian dollar deposits of Americans into United States 
funds at the official rate. For a while, at the beginnning of the exchange control 
period, in order not to impose any hardship on Americans who had a small 
amount of savings in the form of deposits in Canadian banks, the Foreign 
Exchange Control Board converted the first $5,000 of any deposit in a Canadian 
bank into United States funds at the official rate, but by May or June of 
1940 it was felt that everyone who wanted to take advantage of that provision 
had had ample time in which to do so and that $5,000 provision, which I have 
just mentioned, was withdrawn. So one has on the supply side on the unofficial 
market first the existing Canadian dollar balances which were held by non- 
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a residents at the beginning of the exchange control period. The second main 
_ item is further additions of the supply of Canadian dollars. They arise mainly 
with respect of certain types of capital payments for which the Board recognized 


no obligation to provide foreign exchange. For example, an American holding 
a purely domestic security, a purely domestic Canadian security, let us say 
Dominion government bonds or provincial or corporation bonds which mature, 
would get Canadian dollars. The Foreign Exchange Control Board has never 
recognized any obligation to convert these Canadian dollars into United States 
funds at the official rate, by taking funds out of the official reserve. The posi- 
tion has been taken that the American who bought, these Canadian securities 
was buying a Canadian obligation and he did not acquire any right to be 
paid in United States dollars. That is one type. A further addition that has 
been made to the supply of Canadian dollars available for transfers in the 
unofficial market would be the American sales on real estate in Canada; the 
American would get Canadian dollars only. 

Those two sources provide the supply of Canadian dollars which are in the 
hands of United States residents. All transactions in the unofficial market are 
entirely transactions between non-residents. The use of Canadian dollars 
acquired in the unofficial market is, of course, restricted by the limitations that 
we impose on Canadians.. For example, Canadian dollars acquired on the 
unofficial market could not be used by Americans to pay for exports, because we 
insist on payment in United States funds. If, however, an American investor 
wants to buy Canadian domestic securities payable only in Canadian dollars, 
he can make payment for those securities in the form of Canadian dollars acquired 
through the unofficial market. Tourists coming to Canada can obtain Canadian 
dollars that they want to spend through the unofficial market. For the last 
couple of years there has been no advantage in doing so, because the rate in the 
unofficial market has been within the spreads between the Boards buying and 
selling rates for United States funds. It has been right on the official rate. There 
have been times, of course, when the unofficial market was quoted at a quite 
substantial discount below the official rate. Back in 1940 and 1941, and at the 
present time since the return of the Canadian dollar to par, when United States 
have been at a considerable discount, a discount of 1 or 2 per cent; more the 
discount in the quotation in the unofficial market as compared with the rate in 
the official market. 

Q. It comes down to this then that the unofficial market is a live market so 
far as transactions are concerned between non-residents and outside, transactions 
carried on outside of Canada between people who might be quite well off in 
their position with respect to Canadian funds?—A. That is exactly it. 


By Mr. Quelch: 

Q. Is the action of the Canadian government in setting the Canadian dollar 
at par with the United States dollar in accordance with the provisions of the 
relative section of the International Monetary Fund agreement; or, would it 
be a violation of the restrictions placed on such actions during the transitional 
period?—A. In reply to that, I would refer you to the statement which the 
minister made on Friday night, July 5, in which he announced the decision 
of the government to change the valuation of the Canadian dollar. In his 
statement of July 5, the minister said— 

Mr. Freminc: Would you be good enough to give it to us from Hansard? 
If you read it out of Hansard it will be easier for us to follow on the record. | 

The Wirness: At page 3233 of the unrevised edition of Hansard of July 5, 
Mr. Ilsley, Minister of Finance, said the following:— 

There are a number of further points I should mention, to avoid mis- 
understanding, I would not want anyone to think that by this action we 
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were conflicting with the rules of the international monetary fund or using 
up our freedom of action to make other changes at a later time if we 
saw fit to do so. We propose to notify the fund that the new rate is the 
proper initial rate for Canada at the time the fund commences to operate. 
We believe that the circumstances are such as to make this new rate 
acceptable to the fund as the initial rate for the Canadian dollar. In such 
event we retain the same freedom as any other member to move the rate 
_later up or down by as much as 10 per cent without the fund’s approval, 
and by other amounts in accordance with the provisions of the fund 
agreement, if circumstances should arise which made such a move on 
our part seem necessary and desirable. ‘ 


By Mr. Quelch: 

Q. That is subject to the regulations of section 5 of article IV, that during 
the transitional period no country shall change the value of its currency?—A. No, 
sir. A country is free to do that within the ordinary limitations. 

Q. I thought the transitional period was intended. to prevent a move of 
that kind?—A. No, sir. The obligations from which members of the fund are 
released during the transitional period are stated in article XIV, section 3, in 
these terms:— 

Sec. 3. Notification to the Fund.—Each member shall notify the Fund 
before it becomes eligible under Article XX, Section 4 (c) or (d), to buy 
currency from the Fund, whether it intends to avail itself of the transitional 
arrangements in Section 2 of this Article, or whether it is prepared to 
accept the obligations of Article VIII, Sections 2, 3 and 4.. A member 
availing itself of the transitional arrangements shall notify the Fund as 
soon thereafter as it 1s prepared to accept the above-mentioned obligations. 

The obligations under Article VIII, sections 2, 3 and 4 relate to avoidance 
of restrictions on currency payments, avoidance of discriminatory currency 
practices, and convertibility of ‘foreign held balances; and they do not relate to 
the exchange rate. 


By Mr. Fleming: 


Q. I have a general question arising out of an article in this morning’s 


press. I have before me the Globe and Mail of this date containing a report 
on the new United States loan to Britain to which Congress gave final approval 
last Saturday. The article states:— 

Britain agrees: 


1. She will not discriminate against American products, in any of 


her controls on goods she imports. 

2. For any goods or services purchased in the United States Britain 
will pay in dollars or, if payment is made in pounds, American exporters 
will be able to convert the sterling into dollars. 

3. Within a year, unless the United States agree to a temporary 
extension, Britain will remove all the restrictions on changing pounds into 
dollars for ordinary business deals. (During the war Britain, to save her 
supply of American dollars, had’ restrictions on changing pounds into 
dollars.) 

4. Also Britain will dissolve the sterling area dollar pool. During 
the war Britain through a tieup with other countries close to her, had a 
deal whereby they pooled their dollars. 

5. Britain agrees to support the American proposal for an inter 
national trade organization to reduce trade barriers and eliminate trade 
discriminations. 
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I would strictly like Mr. Rasminsky to comment on the third paragraph 
there. I take it there is no relation between that and the government proposal 
to establish a Foreign Exchange Control Board? Let me read it again: 


3. Within a year, unless the United States agrees to a temporary 
extension, Britain will remove all of the restrictions on changing pounds 
into dollars for ordinary business deals. 


_ Now, it is true there is only a 1 to 10 chance in what may be a long term agree- 
ment. I wonder if Mr. Rasminsky would give us his comments on that term in 
_ the agreement. I think he is familiar with the terms of the agreement. Would > 
; Be indicate from what date that has reference, item 3? 


: Mr. QuetcH: A supplementary question: does that mean that Britain is 
: cutting down her transitional period to one year in so far as restriction is 
y concerned? 


The WritNEss: Batave taking that up I would like to quote the text of the 
- agreement itself on the obligation to remove all restrictions on changing pounds 
into dollars for ordinary business deals. It is contained in Article 7 of the fin- 
4 a oe erent between the United Kingdom dt the United States, which. 
7 reads as follows:— 
a 

P 
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7. STERLING AREA EXCHANGE ARRANGEMENTS 


J 


/ The Government of the United Kingdom will complete arrangements 

as early as practicable and in any case not later than one year after the 
effective date of this Agreement, unless in exceptional cases a later date 
: is agreed upon after consultation under which, immediately after the . 
; completion of such arrangements, the sterling receipts from current 
transactions of all sterling area countries (apart from any receipts 
arising out of military expenditure by the Government of the United 
Kingdom prior to December 31, 1948, to the extent to which they are 
treated by agreement with the countries concerned on the same basis as 
the balances accumulated during the war) will be freely available for 
. current transactions in any currency area without discrimination; with 
: the result that any discrimination arising from the so-called sterling area 
dollar pool will be entirely removed and that each member of the sterling 
area will have its current sterling and dollar receipts at its free disposition 
for current transactions anywhere. © 


Mr. Buackmore: Pardon me, but what are you reading there? 


: The Witness: I am reading from the financial agreement between the 
- United Kingdom and the United States which has just been ratified by Congress. 
- As to the effective date of the agreement, the effective date of the agreement 
will be July 18, 1946. 
Then, in Article 8, under the heading “Other Exchange Agreements” :— 

(ii) The Governments of the United States and the United Kingdom 
agree that, not later than one year after the effective date of this Agree- 
ment, unless j in exceptional cases a later date is agreed upon after consul- 
tation, they will impose no restrictions on payments and transfers for 
current transactions. The obligations of this paragraph (i1) shall not 
apply :— 

(a) To balances of third countries and their nationals accumulated 
before this paragraph (ii) becomes effective; or 

(b) To restrictions imposed in conformity with the Articles of Agree- 
ment of the International Monetary Fund, provided that the Govern- 
ment of the United Kingdom and the United States will not continue 
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to invoke the provisions of Article XIV, Section 2, of those Artiolegs 
after this paragraph (ii) becomes effective, unless in exceptional — 


cases after consultation they agree. otherwise: 


Now, Mr. Fleming has asked me to comment on these articles. I am not quite ~ 


clear what type of comment he wishes me to make. 


Mr. Fuiemtine: In relation to the principle of the bill to establish this control. 
And now, I have not seen the whole terms of the agreement, but the clause that 
Mr. Rasminsky has read seems to be in harmony with foreign exchange control, 
with the provision as required to meet all current transaction, probably some- 
thing like what we have in sections 25 and 26 of this bill; but I would not want, 


having Just heard the clause read once, to assume that that is the only meaning 


capable of being drawn from it. How does this relate to the establishment or 
continuance of the existing foreign exchange control system between us and the 
United States? 


I am concerned also with the relationship of this period of one year to 
the suggestion that has been discussed here in regard to putting a term on the 


effects of this Foreign Exchange Control Board bill and also in relation to the 
point Mr. Quelch raised of its relationship with the transitional period under 
Bretton Woods. 


The Witness: There is certainly nothing in the Augie American loan agree- 
ment which prevents the United Kingdom from operating a system of exchange 
control which is designed to control capital movements. I think the articles I 
read out ensure two things, first, that the United Kingdom will not import goods 
from the United States and then make payment to a blocked account. ‘That 
actually is not done anyway but she is now bound under the agreement not to do 
it. They also ensure that within a period of one year, unless by agreement 


between the United States and the United Kingdom that period i is extended, any — 


eountry which exports to the United Kingdom, which has a net favourable 
balance in its transactions with the United Kingdom, can spend that net favour- 
able balance in any part of the world. In other words, it ensures convertibility 
of foreign countries fresh acquisitions of sterling on current account. To answer 
Mr. Quelch’s question, I think I am right in saying it does have the general 


effect that so far as the United Kingdom i is concerned, unless there is a special — 


agreement between the United Kingdom and the United States, the transitional 
period under Bretton Woods is shortened to a year. 


By Mr. Quelch: 


Q. Did not Britain also agree to the proposals of the United States for 


expansion of world trade?—-A. I think the United Kingdom government has 
endorsed the proposals in general terms. 
Q. To that extent anyway any foreign exchange control board which might 


be established would be definitely limited by the proposals. under that, would — 


they not? The Foreign Exchange Control Board would be definitely ‘limited 
under that? It would need power to place restrictions against imports?—A. I 
do not know what the United Kingdom would do, but I assume that their legis- 
lation would be drafted in such a way that it was consistent with their inter- 
national obligations. I should like to add this to the answer I have already 
made, that the question of the significance of the convertibility of sterling, which 
is established in the loan agreement, depends, of course, on two things. It 
depends first on what British import policy actually turns out to be, because 
there is nothing in the Bretton Woods agreement which requires any degree of 
liberality or any degree of tlliberality in the import policy of any country. 


By Mr. Macdonnell: 


-Q. Would it be correct to say that from holiabers conversations and these 
documents there is a strong presumption or, at any rate, the strongest sort of 
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_ moral pressure on Britain to pursue a liberal policy?—-A. Well, the import policy 
the United Kingdom can pursue must be conditioned by her external resources, 
- and I have seen no indication that the United Kingdom regards the magnitude 
- of the American credit, and the other external credits which she has obtained, 


as being such that she can pursue a very expansive import policy. 
@. Would I be right in saying that the agreement, if it was an agreement, 


to meet in a trade conference which was to have taken place this year, and is , 


u 
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now postponed, was supposed to be all with a view to a freeing of policies? Is 
that not the declared objective of that?—-A. I think the general purpose of 
the negotiations that you have spoken of is in the direction of liberal trade > 
policies. 

@. Would it not be correct to say that the United States made it very 
clear that one of their great objections to making a loan was that they counted 


on such policies resulting from the trade conference?—A. I think that is right. 
- The only point I am making is that the ultimate determinant of a country’s 


import policy will be the amount of exchange she has available, and I have seen 
no indication from the United Kingdom that they feel that the amount of 
exchange which is available through these credits is such that they can abolish 
their import restrictions and carry out what we might call a liberal import policy. 
I saw in a paper yesterday that there was a statement by Mr. Dalton, the 
Chancellor of the Exchequer,-to the general effect that the fact that the loan 
had now been ratified did not mean that the United Kingdom was able to do 
away with all import controls. 


By Mr. Quelch: 


Q. Mr. Rasminsky— A. Will you excuse me, because I have not completed — 
the answer to the question that Mr. Fleming asked? It related to the signifi- 


cance of the one-year period. The first point I have made is that the signifi- 


cance of convertibility of sterling depends upon how much sterling countries 
get, and that is in turn— 


By Mr. Blackmore: 


~ Q. How much what?—A. How much sterling they get as a result of United 
Kingdom imports, and I say that in turn depends upon two factors. One is the 
question of United Kingdom import policy. How much goods is the United 
Kingdom going to import? The second is how are United Kingdom imports 
going to be financed? If you take the case of Canada in her relations with the 
United Kingdom, parliament has voted a credit of 1,250 million dollars which 
can be drawn upon by the United Kingdom to finance purchases up to a certain 
date. I think it is 1951. That means, of course, that Canada will not be 
receiving sterling for those exports, and not having sterling we will have 
nothing to convert into United States dollars to meet the adverse balance with 
the United States or with any part of the United States dollar area. This is 
not an estimate but an assumption: let us assume that over the next five years 
our favourable balance with the United Kingdom is a billion and a quarter 
dollars. That will mean that we will have financed the whole of our favourable 
balance with the United Kingdom or, to put it the other way, Canada will have 
financed the whole of the British deficit in her balance of payments with Canada. 
We will have financed it in Canadian dollars. We will have no surplus sterling 
to convert, and so far as the relationship between convertibility of sterling 
and Canada’s position vis-a-vis the United States, which’ is the determining 
factor, as I understand it, in the government’s decision to introduce a foreign 
exchange control measure, sterling might as well not be convertible. 


By Mr. Macdonnell: 
Q. Take that last part again. The determining factor in the government’s 


decision was what?—A. The determining factor in the government’s. decision— 
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and one of the factors which has been alluded to—is Canada’s United States 
dollar position, Canada’s tendency to have a deficit on our current account 
transactions with the United States, and the question of possible capital trans- 
actions with the United, States. The point I am making is that whatever the 
convertibility obligations of the United Kingdom may be under the loan agree- 
ment, if Canada is financing the whole of her surplus with the United Kingdom 
; through the Canadian dollar credit those obligations will have no great signifi- 
cance so far as Canada’s immediate US. dollar position is concerned. 


By Mr. Quelch: 


Q. You stated that you thought Britain would adopt a liberal policy in 
regard to imports. On the other hand, Britain in order to meet her obligations 
in the repayment of the 1,200 million dollars from Canada, and the 3,500 million 


dollars from the Untited States will in the future have: to Tmantaih a large — 


favourable balance of trade in order to pay those obligations, and if she is not 
able to pay it then is there not a probability she will have to restrict her 
imports?—A. If what you are saying is that international debt can only be 
repaid through the movement of goods, and that there are two possible ways 
of attempting to create a surplus of exports, which is necessary to repay 
debt, namely, the expansion of exports or contraction! of imports, then I agree 
with you. I think your statement is quite correct. 

@. I noticed that the statement was made in their House by several 
members speaking on the loan to the effect that England, in order to meet her 
obligations and finance imports, would have to expand exports by approximately 
75 per cent. She can only do that provided other nations are willing to buy 
to that extent, and if other nations are not prepared to do that would not 
England be forced to adopt a policy of economic nationalism to a certain 
extent? 


Mr. Fiemine: Or borrow more. — 

Mr. QuEetcH: That will not solve the problem. If she goes further in debt 
her obligations increase. 

Mr. Irvine: How would that. affect this bill? 


By Mr. Macdonnell: 


Q@. I wanted to ask one question. Assuming that this expectation of the 
transitional period being shortened to one year between Britain and the United 
States would that, in your opinion, have an effect on the appropriate duration 
of this bill? Would that affect our situation?—-A. For the reason that I have 
just. given I do not think that it would. What is the significance of the transi- 


tional period so far as we are concerned? The significance is that other countries ~ 


do not have the obligation to convert surplus balances that we may acquire 
with them as a result of a surplus of exports into, let us say, United States 
dollars to help us .to meet our imports from the United States. 


By Mr. Quelch: 


Q. Is that for five years?—A. I did read out before the provisions regarding 
the transitional period. Members have to consult with the fund after a five 
year period if they want to retain any such restriction. 

Q. I mean in regard to the Canadian loan. I thought Britain did not have 
to make any payments for five years?—A. That is right. If the situation was 
that over the next five years Canada was going to have large amounts of 
surplus sterling that we could convert into United States dollars to help meet 
adverse balances with the United States then that would be a factor to be 
taken into account in considering what Canadian exchange policy should be, 
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and in so far as one was basing this measure on the uncertainties of the transi- 
tional period it would be an important relevant consideration. But the fact 
of the matter is that Canada has extended a loan of a billion and a quarter 
dollars to the United Kingdom. Consequently we are going to have a large 
favourable balance with the United Kingdom but we are not. going to have 
_ any large amount of surplus sterling to convert into United States funds. Hence 
the convertibility of sterling will, in quantitative terms, mean much less to us 
_ than if we were dealing with the United Kingdom on a cash basis. 

Q. That is for the period of five years you have in the agreement?—A. It 
7 is for the period during which the credit is used, which may be as much as 
_ five years. 


By Mr. Macdonnell: 

Q. Do I correctly infer from what you have said you are assuming all 
Britain’s purchases from us over the next five years or, at any rate, the next 
_ $1,250,000,000, will entirely be met— A. No, I am sorry if I gave that infer- 
ence. I certainly meant to say to the extent they are met through the credit, 
and there is no doubt that the great bulk of the British deficit with Canada 
will be met out of the credit. 


By Mr.-Jackman: 

Q. Suppose things turn out better for the United Kingdom than is expected 
at the moment in the way of exports and availability of foreign exchange to 
pay for her imports. Let us assume that two years from now Britian has 
available a good many American dollars for payment of imports from the 

United States. Why is it not possible that Britain may pay us in sterling over 
and above the amount of sterling necessary for us to pay Britain for any 
imports that we make from her so that we have sterling for sale to New York 
which the Americans will buy? If that is not the case how are we in Canada 
going to balance our very heavy adverse balances with the United States which 
we formerly balanced by the sale of sterling for American dollars in the New 
York market? Is it not possible that Britain may not use all these credits? 
It may not look that way at the moment, but if exports from the United 
Kingdom are particularly good: it may be she will pay us in sterling which we 
in turn can sell in New York. If that is net the case how is Canada going to 
acquire United States dollars to balance its persistent deficiency in that market? 

The CHarRMAN: I wonder if you would give that reply later. Shall we 

continue until 1.30 or adjourn until 4 o’clock? 


(Discussion re adjournment). 


—the committee adjourned at 1.05 p.m., to meet again at 4 o’clock p.m. 


AFTERNOON SESSION 


The committee resumed at. 4 o’clock p.m. 


The Actina CHAIRMAN: Ag I stated this morning we are on section 2, clause 
4. In fact, I think we touched on clause 5 last Friday. 

Mr. Rinrret: Here is somebody who would like to know what a blocked 
dollar is. 

Mrs. Strum: It is a term that was used this morning several times, and I 
seemed to be the only person who did not know what it was. At least, no one else 
‘asked. Did you use the term “blocked dollar”? 

The Witness: I am afraid I did. 
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By Mrs. Strum: 


Q. Would you mind explaining it?—A. Not at all. A blocked dollar in ihe ; 
sense in which I used the term this morning would be a bank deposit in the — 
name of a non-resident which the non-resident was not able to do anything ~ 
with. That is to say, it would be completely frozen money. The non-resident ~ 
would simply have a Canadian dollar bank account and he could not draw ~ 
against that account for any purpose. In the administration of Canadian — 
foreign exchange control it has been possible to avoid anything in the nature | 


of such blocked accounts in the names of non-residents. 


By Mr. Wapdonnen- 


Q. Is it always true in such cases that the non- avesident could not draw — 


against that fund for use in the country where it is blocked?—-A. There are various 


rules that could be applied to the unblocking of blocked currency, but currency — 


which is blocked is currency that cannot be drawn out. It could be unblocked 
for certain purposes such as the acquisition of investments in the country. 

Q. But for the moment?—A. But for the moment it cannot be drawn on. 
It is blocked. 


Mr. JAcKMAN: I think the witness was going to answer a question which I — 


put to him. 
Mr. Irvine: A little louder. 


Mr. JAcKMAN: I have some water in my head from swimming which gives 
me the appearance of a cold. 


By Mr. Jackman: 


Q. I asked the witness before adjourning at noon hour what would be the 
position of Canada if she had no sterling to sell to the United States during the 
next four or five years when we might be buying far more from the United States 


than we would sell to them but, on the other hand, we would sell more to Great — 


Britain than we would buy. In the old days we used to sell that sterling to 
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New York. Now with all these government credits between the United Kingdom 4 


and our country and the United States sterling may not be as freely available for 


sale to New York or they may not be taking it there. What I asked the witness. 


was how is Canada going to pay for this persistent debtor balance vis-a-vis the 
United States presuming we do have that unbalance?—A. I think that the answer 


to your question is that the position of Canada in those circumstances is difficult — 


exchangewise. If, in fact, we do not have any surplus sterling to convert that 
means that as regards our dollar position we must rely upon our direct transactions 
with the United States and the other countries with which we deal in terms of 
dollars to meet our outlays of American dollars. I should have thought from 
the statements which the minister has made that it was precisely because that 
position is difficult that the government took the decision to introduce this foreign 
exchange control measure to ensure that, at any rate, unnecessary outlays of 
United States dollars for capital purposes were not made. 


By Mr. Irvine: 


Q. In other words, the position posed by the member would not be induced 
by this legislation?—A. No, nor, of course, would the situation which Mr. 
Jackman has taken be induced by the fact that our exports to the United 
Kingdom are financed by government credit. If government credits were not 
available, then the international financial position of the United Kingdom 
being what it is, it would seem to me the only reasonable deduction one can 
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By Mr. Macdonnell: 


: Q. You have not mentioned borrowing to offset the discrepancy? I suppose 
- that is in the picture, too?—A. In referring to the question of credits I had 
_ borrowing in mind. 


By Mr. Blackmore: 


Q. Borrowing from the United States?—-A. Oh, borrowing from the United 
States? 

Q. I think that is what the hon. member had in mind—A. I beg your 
pardon. I am sorry. There are in effect two other sources apart from our 
current transactions with the United States out of which a deficiency in our 
balance of payments with the United States might be met. One source is out of 
- our accumulated reserve of United States dollars, which at the end of 1945. 
- amounted to approximately a billion and a half dollars, and the other possible 
- source out of which a deficiency might be met would, as you say, be borrowing 

in the United States. 


% 


By Mr. Macdonnell: 


‘ 

J 

a: Q. Would it be a fair question to ask what might be expected to be the 
annual deficiency if we did not have sterling available as between the United 
. States and us; is it $200,000,000 or $500,000,000?—A. The question is not an 
- unfair one to ask, Mr. Macdonnell; but I am afraid -I do not know what the 
answer to that question is. Perhaps the closest I could come to that would be 
- to tell you what our annual deficiencies with the United States have been over 
a period of time, if you want that information. 

@. Would that include the amount of sterling there was there; or, would 
it give us the answer we are seeking now?—A. No, sir. This will be in bilateral 
_ transactions. 


Mr. Macponnetu: Well then, don’t bother very much with it. 


Mr. Buackmore: That is a good thing to have; I would like to have it 
put on. I think Mr. Rasminsky is ready to put it on. 


The CuHamrMAN: Do you wish to put that on the record now? 
The Wirness: Just as you wish, Mr. Chairman. I have it here. 
Mr. Macponnetu: If he has it prepared we may as well have it: 


| The CHAIRMAN: Yes. We will have the answer put on the record now. 
It will save having it done again later on. 


Mr. Buackmore: There is one difficulty, Mr. Chairman; I think members 
of the committee have noticed that it is almost impossible to get copies of the 
— record. I don’t think copies of our first sitting have been received by members 

of the committee to date. 


The Wirness: The figures which I am about to read to you are from 
~ a publication of the Dominion Bureau of Statistics called “The Canadian 
_ Balances of International Payments, 1926-1944”, and they relate to the net 
- eurrent account deficit including all net exports of non-monetary gold between 
~ Canada and the United States. The figures given are in millions of dollars. 


Mr. Buackmore: And that is adverse? 
/ 
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The Witness: Adverse, generally they will be adverse. ey any | case” 
where it is not I will indicate it. 
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That 1944 figure is a favourable balance, the only one in the series. 
Mr. QueutcH: Are these trade balances or payments? 


ri 
¥ 


The Wirness: These are net current account payments. They include | 


all current account items. 
Mr. JAcKMAN: No definite accounts in any way? 
The Witness: No. 


By Mr. Blackmore: 


Q. They do include such matters as interest, do tao not?—A. Yes. I 
think probably I should read this for the record: They include the following — 


net balances:— 
The net balance of merchandise trade; 
net balance of non-monetary gold; 
net tourist and travel expenditures; 
net interest and dividend payments; 
net freight and shipping payments; 
and the net of all other current account tsnsactions 


@. And this is the balance of payments?—A. This is the net balance of 


payments on current accounts. © 


By Mr. Quelch: 


Q. While we will not have sterling to offset any balance of trade we will 
have credits in many other countries that are members of the monetary fund — 
and those credits can be converted into American dollars?—A. Oh, yes. We 


shall have. I am glad you mentioned that, Mr. Quelch, because in saying before 


that there were two methods in which we could cover our deficiency I neglected — 


to mention the third, which is our drawing power under the Bretton Woods 


agreement. That, as you know, amounts to $300,000,000; and it is, as you say, 


the case that members of the International Monetary Fund which are discharg- 


ing fully their obligations under that fund agreement, and not taking advantage ~ 
of the transitional period arrangement, must make the proceeds of current — 
account transactions convertible; so that if we had a net favourable balance _ 
with some country other than the United States and that country was dis- © 


charging fully its obligations under the fund agreement, the net balance with 
that country in question would be available to meet our deficiency with the 
United States. 

By Mr. Macdonnell: 

Q. Let me make quite sure that I understand this last big year, 1927, when 
the deficiency was $248,000,000?—-A. That means that we made that amount of 
current payments of all sorts to the United States in excess of the amount of — 
current payments of all kinds that they made to us. 


~ 
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mee + (), In other wont we had $248,000,000 of an adverse balance that year?— 
7A. That is right, sir. Yes. 

= Q. And we made those payments. How did we do it?—A. We did it 
because in the same year we had with the United Kingdom a favourable balance 
of $257,000,000. 

4 Q. And on the whole triangle we were a little ahead?—-A. That is right, yes. 
| Q. Could we get a general statement over a period of years showing what 
‘ our total deficiency over a period was so we would get an idea of what our prob- 
~ lem might be? Take whatever years you like which you consider typical years, 
if there are any. It take it that the war years were not typical—A. Mr. 
~  Macdonnell, if you will look at the Foreign Exchange Control Board report, 
table 2 on page 6, you will see Canada’s net current account balances. with the 
United States, Europe and the United Kingdom from 1926 to 1939. Those are 
figures which might possibly serve your purpose. 

q GY es, 

Mr. JAcKMAN: We would generally be a debtor country on current 
accounts? 


The Wirness: In our balances with the United States, Mr. Jackman; but 


overall for some time we have tended to have a net surplus in current account 
balances of payments. 

: By Mr. Macdonnell: 

a Q. I do not want to get too far afield on this, but it is interesting to read 
this statement from 1932 to 1939; and you say we started off in 1927 with an 
___ adverse balance of $248,000,000.—A. You have to bear in mind there, Mr. 
~ Macdonnell, that the figures to which you are referring are annual averages, so 
JI think you have to double the 120, the 35 and the 130. 

J @. Oh. yes, I see what you mean, they are averages—A. You have to 


double the first two, and treble the others in the period 1932 to 1939, and that 
is $725,000,000. 

@. Then that, compared to the million and a half you have now is not a 
terrifying figure —A. These figures, of course, relate only to the current. accounts. 


By Mr. Fleming: 

q. On that subject of the net international balance of payments, what is 
going to be the situation in the light of what remains of the sterling block, and 
in the light of the new United States loan to Great Britain? Is it going to be 
possible for a country like India or Egypt to obtain, if it is United Kingdom 
4 "policy, a benefit to any part of that United States dollar credit in that loan; 
and, in the event, would that improve their exchange position with Canada?— 
A. I think one has to try to answer that question in two parts. The countries 
that you mention, such as Egypt and India, have large accumulated sterling 
balances which are held in the form of bank deposits in London and which 
constitute the greater part and the most troublesome part of the British debt 
at the present time. The most recently published figure of those balances - 
indicates that they are in the neighbourhood of $14,000 million. 

} Q. Is that quoted in United States dollars?—A. That is in terms of United 
States dollars, yes; or Canadian dollars it would be equivalent to that amount 
f of Canadian dollars at the present time. Of course, they are held in sterling. 
| What that means is that there are balances of £34 billion lying to the credit 
of countries of which Egypt and India are typical cases and the largest holders 

of sterling balances. The Anglo-American loan agreement provides that no 
part of the $34 billion credit is to be used by the United Kingdom to liquidate 
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that indebtedness to members of the sterling area. Section 6, subsection. (2) of a 


the financial agreement between we United Kingdom and the United States which — 


reads as follows: 
It is understood that any amounts required to discharge obligations 


of the United Kingdom to third countries outstanding on the effective 


date of this agreement will be found from resources other than this line 
of credit. 


So that the American loan cannot be used to liquidate this vast indebtedness 
to countries in the sterling area which takes the form of accumulation of sterling 
obligations. However, the United Kingdom undertakes in section 7—which is 
the section I read this morning—that within one year after the effective date 
of the agreement, unless by consultation with the United States that date is 
postponed, they will put into force arrangements under which the sterling 
receipts from current transactions with all sterling area countries, with certain 
exceptions that I read out this morning, will be freely available for current trans- 
actions In any currency area without discrimination. 

That means that if a country like India or Egypt or any other country which 
is a part of the sterling area, has a favourable balance in its current account 
transactions with the United Kingdom in the future, or rather when this obliga- 
tion accrues, that country will be able to spend that favourable balance in any 
part of the world, including Canada or the United States. 


Q. There is going to be a serious situation there. It may have, one would © 


think, very great dangers in the outlook of international trade. If you get that 
sreat volume of credit, as it stands at the present time, or let us say the 
indebtedness by the United Kingdom to these countries in the sterling bloc area 
and they are going to get no benefit out of the loan from the United States to 
try to liquidate that indebtedness, that means, does it not, that the United 


Kingdom is going to have to shape its external trade policy and its credit poli- 


cies in such a way as to establish the most favourable possible balance with 
those nations that are now members of the sterling bloc regardless of other 


countries—well, perhaps one should not say regardless of, but in that way you ~ 


might have a very serious effect on its trade relations cath countries like Canada 
that are outside the sterling bloc?—-A. Well, by virtue of signing the Anglo- 
American loan agreement and obtaining the benefits of the agreement and by 
virtue of signing the Bretton Woods agreement, the United Kingdom has under- 
taken not to engage in certain types of currency practice which might, in the 
absence of those agreements, have had the effect of creating a discriminatory 
trade system as between the United Kingdom and the rest of the sterling area. 
In the Anglo-American loan agreement the United Kingdom has stated its inten- 
tion, and I am quoting now from article 10 (2) of the financial agreement 
between the United Kingdom and the United States: — 

The government of the United Kingdom intends to make agree- 
ments with the countries concerned, varying according to the circum- 
stances of each case, for an early settlement covering the sterling balances 
accumulated by sterling area and other countries prior to such settlement. 


I am now omitting a parenthesis which does not affect the main point here. 
The settlements with the sterling area countries will be on the basis 
of dividing these accumulated balances into three categories: 
(a) Balances to be released at once and convertible ,into any cur- 
reney for current transcations, 


(b) Balances to be similarly released by instalments over a period | 


of years beginning in 1951, and 
(c) Balances to be adjusted as a contribution to the settlement of 
war and post-war indebtedness and in recognition of the benefits which 
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the countries concerned can be expected to gain from such settlement. The 
government of the United Kingdom will make every endeavour to secure 
the early completion of these arrangements. 


3 It is the case that the British external position, even with the American 
Joan and the Canadian loan and certain other credit arrangements that have 
been made, is a very difficult one in the light of these very large external lia- 
_ bilities, in the light of the deterioration that has taken place in the course of the 
war in the current account position in British exports, in the light of the very 
large consumption deficiencies in the United Kingdom which call for unusually 
large imports in the course of the next couple of years. 
; Q. It sounds to me like a pretty serious situation. You have in the Anglo- 
American loan agreement one provision which says that that credit shall not be 
used by the United Kingdom to liquidate its indebtedness to the sterling bloc 
‘area. That is what it says in effect. Then you have a second provision in the 
same agreement to the effect that the United Kingdom shall not pursue trade 
policies which will have, in the result, the effect of continuing the sterling bloc. 
You have got the Canadian loan which has not got any strings attached to it. 
The United Kingdom being deprived of any possibility of using the American 
eredit to liquidate its indebtedness to the sterling bloc, I take it that it is at 
liberty, if it chooses to do so, to use the Canadian credit for that purpose under 
the Canadian loan agreement, or the alternative will be that that indebtedness 
of the United Kingdom to the sterling bloc will become, it might be, a frozen 
indebtedness, but it is always going to be a problem that will have a direct 
relation, in view of its tremendous size—£34 billion—to United Kingdom trade. 
policy. Our economy being dependent to the extent it 1s upon our export trade, 
and our trade relations to the United Kingdom being so close, it is hard to see 
how we can escape from serious effects from maintaining, even in frozen form, 
the huge indebtedness of the United Kingdom, to the sterling bloc—aA. I agree 
- with you, Mr. Fleming, that the strained financial position of the United Kingdom 
_has a very serious import so far as Canada is concerned. As regards to possible 
liquidation of the frozen sterling balances, the Anglo-American Loan Agreement 
provides that the credit shall not be used for that purpose. There is, of course, 
no prohibition in the loan agreement against the United Kingdom using the 
proceeds of their current account transactions with the United States for the 
purpose of releasing part of the credits; nor is there any prohibition against her 
using her accumulated reserves of gold or United States dollars. I say that just 
| to clarify the position on the general point that this situation is a serious one 
for Canada., I think that Canadian interests would be served by the development 
of an international economic situation, and an international economic policy 
: which enabled the United Kingdom to work out of that position. 
Mr. Furmine: The United Kingdom in all probability is going to have, 
] as it has had for years, an unfavourable balance of trade with the United States. 
In all probability it is going to have very little opportunity of building up any 
reserve or surplus in its trade relations with the United States to hquidate that 
indebtedness to the sterling bloc. Here in Canada it looks to me as though our 
prospects of being repaid the loan which we made to the United Kingdom are 
Brery slim and our prospects of trade with the United Kingdom on a large scale 
’ are very problematical, the outlook being as it is right now. 
| Mr. Irvine: What point of the bill does this discussion come under? 
Mr. BuackmorEe: Could we have Mr. Rasminsky’s answer first? 


The Acting CHAIRMAN: Referring to your question, Mr. Irvine, I can only 

repeat what we said in the early portion of this meeting; we are still on section 2, 
lause 4 of the bill. This discussion is very interesting, but I do not know how 

closely it is connected with the particular section. 

: 810213 ' , 


} 


76 STANDING COMMITTEE 


Mr. Irvine: As long as it is connected with something, that is all right. 


Mr. Fuemine: Mr. Chairman, would it be possible for you to arrange for 
members of the committee to be furnished with copies of the Anglo-American — 
Loan Agreement, and also with D.V.S. return, containing the figure quoted on © 


:nternational balance. 
Mr. JACKMAN: You might add the foreign exchange control regulations. 


The Acting CHairMAN: I think, Mr. Fleming, that copies of those reports q 


are available, and I shall endeavour to have them distributed to the members. 


Mr. ee I suggest that the foreign exchange control regulations in 4 


the printed pamphlet form be included as well. 


The Witness: We can certainly make some copies of the regulations avail- ~ 


able to you. 


Mr. Tarr: Yes, we can make some copies available: I do not know how — 


many we have. 


Mr. JAcKMAN: Mr. Fleming’s discussion points out some of the great diff- — 


culties to our country in connection with international trade and currency 
accounts. I would bring out Mr. Rasminsky’s point about which I asked him a 


question at the opening of this session, which pointed to a very good reason 
why it might be necessary for Canada to have a Foreign Exchange Control — 
Board, namely, that over the next four or five years Canada might find itself — 


very short of American funds to pay for its imports from that country. There- 


fore, there should be some controlling force in regard to how the available. 


United States currency was used, that is, the currency owned by Canadians. 
However, I would like to ask him what the effect of ae account might 


be, namely, if Americans, who had at some time at least. looked upon Canada — 


as being a very fertile field for investment, perhaps the most fertile in the 
world, are still sending money up here. That would materially ease our situa- 
tion, particularly if it became a strained situation over a term of years. So 
anything we could do to facilitate that investment and to encourage it would 


be for the benefit of Canada, particularly for this short term period. That — 
brings me to the answer which you gave this morning, when you said that — 


when our exchange was frozen in 1939, the zero hour, you called it— 

Mr. BuackmoreE: I wonder if Mr. j ackman would permit a question of his 
question? 

Mr. JACKMAN: Yes. 


Mr. Buackmore: I wonder if it is true, in your case, that the provision of — 
American dollars to buy Canadian secur ities will in fact ease the situation rather — 


than aggravate it? | 
The Acting CHarmman: You will not misunderstand me when I say that 


you should in future address your questions to the chairman instead of io a 
Mr. Jackman. It is just that I want to keep the proceedings as nearly in order © 


as possible. I had the same thought in mind that you had, because, according © 


_ to the remarks that were made last Friday, the question arose about our 
indebtedness to the United States, as shown by the total. 


Mr. Brackmore: Mr. Jackman made a statement which, in my judgment, 
was not entirely correct, so I did not want it to go through without being 
straightened out. It has got to be recognized that this money coming into 
Canada constitutes a lability to Canada. 


Mr. Jackman: I will give you an example, Mr. Blackmore. 

The Acting Cuarrman: Will you please allow the witness to go on. 
Mr. Jackman: I had not finished my question when I was interrupted. 
Mr. BuackMore: With your permission. 
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Mr. Jackman: I shall ask it later, if I may. The question concerned those 
-Americans who had invested in Canada prior to the zero hour, in 1939. While 
_ they have been allowed, under board rulings, to change their investments in 
_ Canada within the domestic field, they have not been allowed to export their 
money without getting an official permit or coming within an official category. 
_ Have they been allowed to get a permit so that they might sell their Canadian 
_ funds on the unofficial market in the United States? If they have not, and the 
_ witness says “no’’, it surely is a discouraging thing to American investors as 
_ far as the Canadian investment field is concerned, if they now send their money 
~ over here. They would not mind about not getting it back during the war 
_ because they would realize the difficulty and would take the risk; but after 
_ the war is over, surely they must be given some consideration, if we are to 
- encourage American investment in this field. Apropos of that, I refer to the 
’ tremendous project up the Saguenay River of the Aluminum Company which 
was made possible through speculative or venturesome money. ‘There are 
many kinds of money, but the kind which creates jobs is the venturesome 
- money, money which people can afford to risk and to lose. 


Mr. Srewart: I do not think they risked very much there. 


a Mr. JAckMAN: You may have your turn, Mr. Stewart, in due course. 
_ What has happened in that case? —The Aluminum Company, say with American 
- capital, ventured up here and took nothing out of Canada, brought in the 
- imports, harniessed the water which still flows and gave work to 15,000 Canadians 
_ and made the greatest. single contribution that Canada has made to the war, 
_ because our supply of aluminum was 35 per cent of all the aluminum used by 
4 all the allied forces. It was a great contribution. They had the know-how. 
We have not got that always in Canada because great as we are and great as 
- our sons are—even those sons who stay with us and do not go across the line— 
we have not got the great research opportunities that they have in the United 
States. Nor can we have it relatively because of the numbers, the wealth and 
_ resources which put the United States ahead of us; yet we shall be able to borrow 
great ideas from them which would help develop our country and make it much 
- stronger than it otherwise would be. That is why I believe that American 
- investments should be encouraged wherever possible. Now, they have tre- 
~ mendous markets for specialty papers, and one of their companies will come up 
~ to Ontario and build a mill and will work just on that type of pulp. We haven’t 
- got the market in) Canada. So I do not like to see anything done in our 
legislative chambers which will discourage American investment in this country. 
I believe that if we have assets here which will be productive, we certainly 
- will tax them and get certain return out of them. They will get benefit out of 
them also; but I think it adds to the benefit if Canada has that American capital 
~ coming over here, and it is much more venturesome than the capital of any other 
country coming into Canada at the present time. 


Mr. Stewart: I should like to say that I do not see why we should discuss 
- American monopoly capital coming into this country to exploit Canadian 
resources. If there is to be a discussion I will join in it, but I think we ought to 
get back to this bill. 

| Mr. JAckMAN: I said nothing about monopoly. 


Mr. BuackmorE: The reason why this is interesting to this group is that 
it is of first importance that we know what it is that is increasing our indebted- 
ness to the United States and consequently making rigid the amount of money 
_ we have to pay to the United States every year as interest. I think the kind of 
‘money Mr. Jackman speaks of constitutes a definite addition to the Canadian 
debt to the United States and requires the export of goods to pay that debt. 
8102134 
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By Mr. Jackman: 

Q. May I ask a question of Mr. Rasminsky along that line? You gave 
in that table 3 on page 7 of the Foreign Exchange Control Board’s report to the 
minister the total of U.S.A. investments in Canada of $4,190,000,000, and that is 
referred to as our debtor position. Is there not a great. distinction to be made 
between a debtor position which represents proprietorship capital and that 
which represents creditor capital where you have a change from year to year 
and an eventual maturity? As Mr. Blackmore points out, the investment in 
that particular Aluminum Company was for the most part equity money’ or 
proprietorship money; it does not call for any definite claim. The money 1s in 
Canada and stays in Canada, except as it happens to earn in good times some 
return, and they will apply for permission to pay an income to the American 
owners of the capital. Should one not distinguish when one talks about a 
country’s debtor position between proprietorship claims and _ creditorship 
claims?—A. I think that is an important distinction, yes. 

Q. And would you not say of the U.S.A. investment in Canada of 
$4,190,000,000 that a large part of it— perhaps you could give us a breakdown 
of it—perhaps a good deal, over half, represents branch plants which are 
likely to be proprietorships, mvestment in the equities, in mines and in other 
enterprises of that nature? So ini that sense it does not make our economy 
vulnerable and exposed to the extent that the aggregate figures would indicate.— 
A. I think there is an important. distinction to be drawn from the point of view 
of the burden of fixed charges between investment which takes the form of the 
ownership of an obligation bearing interest at a fixed rate and the proprietorship 


capital. I am afraid I have not any figures which would break down this item — 


of $4 billion into those two groups. | 

Q. Our economy is much less exposed if it happens to. be a proprietorship 
claim rather than a creditorship claim?—A. There are differences of various 
sorts. One difference is the one you mentioned—the burden of fixed charges in 
the case of creditor claims as contrasted with proprietorship claims; another 
difference is that proprietorship claims may involve non-resident control of 
Canadian enterprises where the creditor claims do not involve that. 


Q. That is outside of the scope of this committee—of the bill?—A. Yes, 


I think it is, but I am pointing out that there are various differences. Another 
difference is that the proprietorship claims may have available larger masses 
of funds which are free to move across the exchanges than is the case with the 
creditor claims. Take the illustration you have mentioned—take the branch 
plant situation—branch plant remittances across the exchanges are not neces- 
sarily, in the absence of an exchange control system, limited to interest 


payments or even to their own current earnings: the only limiting factor on — 


such remittances in the absence of an exchange control system is the domestic 
financial resources which are available to the Canadian end of the business. 
So that even though that is a proprietorship claim and hence one would say that 
represented a smaller burden of fixed charges, the impact of that type of 
investment on the exchanges at any given time might conceivably be much 
more serious than would be the case with an ordinary creditor. : 

Q. I do not want to get up a side alley. Even as rigidly drawn as the 
Act it, supposing the branch plant of an American concern was making certain 
parts in Canada and was not-allowed to export its profit, could not. get per- 
mission to do so, is there anything in this Act—and if there is I should like to 
know how it is going to work—which would prevent that plant from selling 
its product which goes over to the parent company in the United States at a 
price which would show the parent company all the profit and leave no profit 
in Canada? I wonder whether you can design any exchange control between 
Canada and the United States which cannot be gotten around in case it does 
not work to the satisfaction of those who put the branch plants over here? It 
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“gets down to that fair value clause 26(2)—A. First, on the question of fact. 


There is a regulation of the board which provides that foreign exchange will 


- be provided for the undistributed current earnings of non-residents in Canada 
_ which have been earned since June 30, 1939. 


Q. That comes about automatically if they apply, does it?—A. That is 


: right. 


Q. Is there discretion on your part or is it mandatory?—A. No, that is a 
regulation of the board. 

Q. But it is a regulation that you may change? It is not statutory. as 26(2) | 
is?—A. That is right. What you say is correct. 


Hon. Mr. Assorr: That could be changed at any time. 


The Wirness: That could be changed at any time, yes. On the question 
whether we could effectively prevent the export of capital through the false 


- yaluation of imports or exports that, of course, is the whole point of. sections 36, 


25 and 26 which give the board the power. Admittedly it is a very difficult 


problem. In exercising this power we would have to have regard to outside 


. 


prices. If market prices were available one would naturally use market prices 
as the term of comparison. If market prices were not available one would 


have to have regard to the prices at which the Canadian company sold to 
unrelated customers in the United States, that is, to others than its parent 
company, or purchased from unrelated customers; or we might have to have 
regard to the prices which the American parent paid to unrelated suppliers 


in the United States as compared with the prices that it paid to its Canadian 


child. That is the reason that the powers have been inserted in this legislation, 
as I understand it, and without such powers, the exercise of which, as has 
been pointed out, is subject to review by the courts; it would not be possible 


to ensure that the export of capital did not take place in the guise of goods. 


By Mr. Jackman: | 
Q. Do you think there is any real net advantage to Canada in encouraging 


- American investment of capital?—A, I did not hear that and I am going to ask 


you to repeat it, but before I do I should like to add to my previous answer 
that this problem of the valuation of imports and exports is one in which 
not only the Foreign Exchange Control Board but also the Department of 
National Revenue has an interest. If profits are taken up in the United 


- States rather than in Canada then not only is capital exported from Canada 
but the fise is defrauded because corporation taxes and excess profit taxes are 


not paid on those items. The profits do not appear in the books of account of 
the Canadian company. The Department of Income Tax has had power in the 


— Ineome War Tax Act— 


Q. I am assuming there is no fraud. One can think of examples. I 


- realize that the income tax people have clauses in there, too, but I am not 


thinking of a fraudulent transaction. I am thinking of those transactions 
where the parent company might like to see the child build up its surplus, 


a but with perfect fairness they might say, ‘Well now, we will get this product 
over at the net cost in Canada without leaving any profit there.” There are 
many such cases where they are making a specialized part or a specialized 


preparation for the American parent. : 
Mr. Irvine: If Mr. Rasminsky is going to answer that question about 


- capital from the United States I hope he will discuss finance capital and capital 


goods. I think we ought to have that very clearly designated. It is con- 
eeivable we may require badly the importation of capital goods which we 
may not have in Canada, but why we should go to the United States for 


finances I am hanged if I can see. 


The Actinc CHAIRMAN: Shall I consider clause 5 of section.2 completed? 
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By Mr. Jackman: 


Q. What I was asking Mr. Rasminsky was does the bostd ana I suppose — 
I must use the term “board” and not “government’’—consider it advantageous 
to Canada to encourage the investment of American funds in this country at 
the present time?—A. That is a question on which the board has no opinion. 

Q. As far as the regulation of exchange is concerned—if this is a wrong 
‘question you can correct me—would you be prepared to advise the government 
that large American capital investment in this country at the present time 
was unhelpful to the work which you are endeavouring to carry out? Are 
we going to hurt our exchange position?—A. I would say that the existence ~ 
of large American holdings of marketable Canadian securities and sizable 
cash balances in Canada present Canada with special exchange problems 
and, as I understand it, it is one of the purposes of this measure to enable © 
Canada to cope with that in an orderly way and by methods that are regarded 
as advantageous to Canada. 


By Mr. Macdonnell: 


Q. Is it tair in that connection to point out to you that if I remember 
rightly the amount of American money—probably this is not the full figure— 
in the last four or five years was less than $500,000,000? Is that a correct 
figure?—A. No, that is the net amount. Perhaps I should say exactly what that 
position is. ) 

Q. May I interject one statement? I should like to think that this is 
not just an educative discussion we are having. My feeling is that it is 
very relevant for this reason, that to me the vitally important part of this - 
bill is that we have to reach conclusions, as I understand it, not merely on 
this question of seeing that goods go in and out at fair values. That seems 
to me to be relatively simple and relatively unimportant so far as I can— 
see, but as I understand it we go far beyond that, and really in its effect 
this bill is going to have very important results on the export and import of — 
capital. Am I right?—A. It may have important results. 

Q. That to me is terribly important. I want to make this point. I think 
everyone will agree, whether or not they happen to share: my views, that 
enterprise is what we need in this country in the next few years. I think 
probably it is fair to say that the majority of the people in the House at 
the present time have that view. Let us assume that is true. 

If that is true then it seems to me what we are discussing is terribly 
important because, as far as I am concerned, before I vote on this bill I have 
got to have views, which I confess I am too ignorant to have now, as to 
what the principles are which should underlie the import and export of capital. — 
For instance, to me what we need is enterprise. Here I may not agree with ~ 
you, Mr. Blackmore, but to me it is very important that we should have as 
much freedom as is possible—and I recognize it is only relative—in bringing 
in outside capital. L find myself in disagreement with some very unexpected 
people as to that view but, at any rate, that is my view. I think it is the view 
of some others. To the extent that view has weight I think that view cannot 
be expressed until we have some idea of what is the magnitude of capital 
which we can safely import, where we reach the danger point, and what 
are our safeguards, for instance, borrowing, and so on? I am not going to 
make a speech but to me, at any rate, it is tremendously important that we 
have the maximum freedom. It may be a very small minimum but we should 
have the maximum of freedom because if we have to make everyone who is 
coming in from the United States feel that he is going to be an economic prisoner 
in this country then it seems to me that we will not only lose money but what — 
is equally or more important we will lose technical skill, and so on. I am not 
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Bhamed to say that we need inerian technical skill and American energy 
and American enterprise. It is taking us a long way. I am not ashamed of it. 
It has brought us a lot of good citizens, some of the best we ever had. Some. 
of our most desirable immigrants have come that way. And, personally, as 
4 look to the next few years, and now I am remembering what. the honourable 
-member himself has said, while we are working under this system we must 
‘give it a chance. We need to give every inducement for outside talent to 
come in and help us along. 

: I apologize for having made this long statement, but to me it” is relevant. 
‘Perhaps we may have come to the point now where Mr. Rasminsky can give 
us a little guidance as to the amount involved, because I do not think we 
should be asked to rely entirely on the,Cabinet to determine what our exports 
and imports. of capital are to be without some indication of the principles by 
which they are going to be guided. That to me means simply parliament 
-abdicating its functions, 1t seems to me in fact that is the position this bill 
- leaves us in; that if this bill is passed as it is now we have to leave it entirely 
to a few men, I am thinking of technicians not politicians, we have to leave 
- it to a few men to determine and control the amounts of capital that are to 
come in. 

Hon. Mr. Assorr: There is a political factor there, as Mr. Macdonnell has 
pointed out; but unless we are going to allow the free movement of capital 
back and forth— 

Mr. Macponneuu: Relatively. 


4 Hon. Mr. Ansorr: —the free movement of capital back and forth between 
Canada and the United States, discretion must be given someone to determine 
_ how much shall be allowed to flow one way or the other; and, to me, that dis- 
 eretion should be given to some group— 


. Mr. Macponnextt: Would you not agree, Mr. Minister, there should be 
some general guiding principles laid down so the citizens and the business 
— community would know on what basis the thing was going to be done? 
Hon. Mr. Assorr: I think the guiding principle must be this, that our 
resources of United States dollars must be such as to enable us to meet our 
_ reasonable commitments in the United States. That is the whole purpose of 
_ Foreign Exchange Control. 


Mr. MacponneE.tu: When you say, our resources of United States dollars, 
do you mean for example—you are excluding entirely the possibility or the 
desirability of temporary borrowing when you say, our resources? 


- . Hon. Mr. Assotr: I do not say that it might not be undesirable for us 
_ to borrow in the United States. I do not know whether it would or not. But it 
_ does seem to me that if we accept the premise that control is necessary for a 
— time, decision as to what should be done and how that control will be exercised 
’ on the basis of that discretion must be given to someone, and I can see no 
- other body capable of exercising it, than the government, on the advice of its 
_ technical advisers; in this case the Foreign Exchange Control Board and the 
~ Bank of Canada. I can see no other. I would not think it would be possible 
for a deliberative body such as parliament to determine to what extent we will 
allow the flow of capital back and forth between the two countries. 


Mr. Irvine: And may I ask Mr. Macdonnell if he would be kind enough 
» to make his point clear; whether he is objecting to the control, who has the 
- control, or is he arguing that we should not have any? 
4 Mr. MacponneEtu: No, no; I agree with every word the minister has said; 
in fact, I tried to say practically the same thing before. 
Mr. Irvine: I thought: you had this morning. 
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Mr. Macponnetu: I thought I said it before. I agree with everything the”! 
minister says. All I say is that I think it is desirable that the ordinary citizen, © | 
or even the ordinary member of parliament, should have some idea of certain’ q 
general guiding principles. I think the minister will agree with that. , 


Hon. Mr. Assorr: I agree with that. I apologize to the committee for h, 
not having been able to be present here this morning. 


Mr. QuELcH: We have just listened quite a while to a strong plea to § 
encourage American capital into this country. The main argument seems to ~ 
be that we lack venture capital in this country. I do not see why it should be q 
suggested that the people of Canada have lost their pioneer spirit. I think the © 
real reason is that in the last few years there has been strong encouragement — 
for people with capital in Canada to invest their money in gilt edge govern- © 
ment securities. In the future there will not be such strong inducements for — 
investment of that kind, and surely then a good deal of Canadian capital will — 
be invested in ventures ‘rather than in gilt edge government bonds. 4 

Mr. Srewart: I wonder if the witness could answer the question which 4 
has been asked from several sides as to the necessity for importing American ~ 
capital to build up the country. In other words, can we not finance our normal 
capital requirements in Canada, through the savings of Canadian people and © 
Canadian institutions? | 

Hon. Mr. Aspsotr: Are you asking that of Mr. Rasminsky in his capacity © 
as an economist or in his capacity as an official Ce the Foreign Exchange 
Control Board? ne 

Mr. Stewart: As an economist. ' 


' 
The Wirness: I am afraid it does not matter in what capacity 1 am asked q 
the question, I do not know what the answer is. I think there have been times ~ 


in the past when Canada has needed more capital, when the economic develop- 
ment of Canada has gone hand in hand with the import of capital, generally. © 
speaking in the import of capital goods and in the import of techniques.— . 

Mr. Irvine: Sure. 3 


The Wirness:—from abroad. There have been times when there has been ~ 
a money flow of capital without the import of capital goods and the import of — 
techniques. I would say that over the last couple of years we have seen such — 
a period, although certain developments, as I mentioned in my evidence a eae . 
of nights ago, have taken place as the result of capital imported from the United — 
ibe which I believe would not otherwise have taken place and which have 
been for the economic benefit of Canada. But these developments do not account — 
for the bulk of capital which has flown into Canada in the last couple of years. 
However, the import of capital from abroad is not something which you can 
turn on ariel off like a tap. If you were to act in a way which was arbitrary and. 
unreasonable as regards foreign investors during a certain period when capitate 
investment was perhaps a bit in excess of what you actually needed at that 
moment, then you would be well advised to do so with the knowledge that you — 
were probably cutting yourself for a long time to come from access to the for- — 
eign capital market. You cannot be arbitrary in a matter of this sort, and — 
because a certain course of action does not suit you during a one or two year 
period close the door and say no we are not going to have any more of that. My © 
understanding of the situation is that it is not the policy of the government to — 
prohibit capital investment in Canada. The question has been raised here this 
afternoon by two opposite angles.. Your question is directed towards why we — 
allow any foreign investment in Canada; and the question raised by Mr. Jack- 
man and Mr. Macdonnell is ‘whether the existence of an exchange control 
system is not an undesirable deterrent to foreign investment in capital. Now, b 
turning to the other problem, whether the existence of foreign control is an © 
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undesirable deterrent to foreign investment in Canada. I think the answer to 


_ that lies in the results. The table on page 5 of the report of the Foreign 
_ Exchange Control Board shows that from September 16, 1939, which is the date 


- of the institution of foreign exchange control, until the end of 1945, United 
- States holdings of Canadian securities increased by $484,000,000. That is the 
net figure. That figure is net after allowing for the retirement of Canadian 
United States-pay securities which were held in the United States during the 
same period. I have the figures of retirements of Canadian securities up to 


March 31, 1946; that is, from January 1, 1940 until March 31, 1946. You will 


note there is some difference in the dates, but that does not significantly affect 
the point that I am making. The net retirements of United States pay Cana- 
dian debtor securities during the same period were $461,000,000. Those figures 
show that the purchases of outstanding Canadian securities by Americans 
during this period were something in the neighbourhood of $950,000,000. We 
sold about $950,000,000 worth of outstanding Canadian securities to Americans 


during this period, and of the money that we got in we used about $450,000,000 


to pay off United States pay Canadian debtor securities, with the result that 
American holdings of Canadian securities increased net during this period by 
about $500,000,000. 

To come to the questions asked by Mr. Macdonnell and’ Mr. Jackman, 
“Does exchange control represent a prison that American capital will not 
venture into?” I have heard it said that. there is nothing more timid than a 
million dollars. But here 945,000,000 American dollars have, notwithstanding 
an exchange control system, ventured into this prison, so-called. I do not think 
that the facts can substantiate the thesis that the exchange control system has 


acted as a significant deterrent to American capital seeking investment in 
Canada. 


By Hon. Mr. Abbott: 


Q. May I ask a question there, Mr. Rasminsky on that same point. Would 
it be fair to add to that figure you have just mentioned the $230,000,000 repre- 
senting undistributed profits of branches and subsidiaries of United States 
companies which have been accumulated in Canada during the period and 
which, I take it, could have been withdrawn had the owners desired to do it?— 
A. I think it would be perfectly fair to add that. 

Q. It seems to me that is additional capital investment or it is an rVedeuient 
which is left in'Canada during the period.—A. That is perfectly true, Mr. Abbott. 
The owners of that $230,000,000 which is shown on page 5 could at any time 
during this period have come to the Foreign Exchange Control Board through 
a bank and said, ‘We want to convert this $230,000,000 into United States funds.” 
They chose not to do that. 

@. So in effect the increased investment by United States citizens in Canada 
during the period of exchange control has totalled over $1 billion, if you add 
the $230,000,000 to the $900,000,000 odd figure you mentioned?—A. That is 
gross. 

Q. Gross, yes—A. Of course, their net investment is less. 

Q. Yes. ie In fact, notnbnetandiae this export of securities which has 
taken place, Canada’s net debtor position vis-a-vis the United States has not 
changed in the course of the war.. The measure of the change in Canada’s debtor 
position vis-a-vis the United States is the figure at the lower right-hand corner 
of page 21 of the F.E.C.B. report, minus $12,000,000; and allowing for possible 
errors and omissions in the figure, I think it is true to say that Canada’s debtor 
position vis-A-vis the United States has not changed in the course of the war. 
It has not been impaired. On the other hand, it has not been improved. 
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Mr. JAckMAN: Might this argument not lead one to the conclusion that as 
long as Canada remained a good, honest country, as far as foreign investanent 
is concerned, there is not very much need for control? , 

Mr. Mayuew: You have had control for five years. 


Mr. JackMAN: Yes. But I am suggesting that under the soit) of the five 
years, as the minister pointed out, there were $230,000,000 of earnings there 
which might have been exported had the owners seen fit. But of their own free 
will they preferred to leave them here, which shows that we have nothing to fear 
as long as we are a good, honest country. 


The Wirness: I do not think one can niles both arguments, Mr. Jackman. 
I do not think one can argue on the one hand that foreign capital will not come 
to Canada and stay in Canada because there is a system of foreign exchange 
control and, on the other hand, that the conditions of stability, which are 
produced in part by a system of foreign exchange control are such that foreign 
capital will come and remain. 


Mr. Jackman: Of course, we cannot say how: much American capital may 
have come over here had there not been any control. However, we will leave 
that aside. We have just gone through a period which, to say the least, was 
unusual; and many American plants may have been started over here because : 
of war orders and so on, the aluminum case being an example of that. That 
inay have been one of the reasons which operated in an exceptional period which i 
would not operate in an ordinary period. I might just say to the committee ; 
that one reason this is uppermost in my mind at the moment is that a man who } 

d 


has to do with customs regulations, and he is not a civil servant, came to my ~ 
office just last week and asked for a copy of the bill because certain clients of his 
_ in the United States were proposing to put up a $1,750,000 branch plant here; 
but, because of the threat of the perpetuation of exchange regulation, they 
became—like Mr. Rasminsky’s million dollars—very timid and for the moment 
at least are holding back and cancelling any plans they had for building a 
branch in this country. It seems to me that regulations are, to say the least, a 
deterrent as compared with operation in a free market, notwithstanding the 
rather imposing record of American investment during the last five years. 

The Acting CHAIRMAN: Shall we go on from section 3? ie 

Some Hon. Mempers: Carried. : 

Mr. JackMAN: May I just ask Mr. Rasminsky this— 

The Acting CHAIRMAN: That is carried? 

Mr. Hazen: Oh, no. He is asking a question. 

Mr. JAcKMAN: The question is on what we are discussing. 

The Acting CHAIRMAN: It might be a new question, on a different section. 
I want to know where we stand. : 


By Mr. Jackman: t | 


@. While we have been discussing investments by foreigners in Canada, 
there is also a marked tendency, on the part of certain investors in Canada, 
to seek for diversification. They may know of opportunities in other countries, 
_ particularly in the United States, and may like to invest a certain proportion 
of their portfolios in that country. At the present time it is not possible to 
exchange their Canadian dollars for American dollars on capital account, and 
this bill, apparently, would prohibit them, unless there is a change in the ~ 
regulations. 

I wish to ask the witness whether or not it could be to the advantage ea 
the whole of Canada to permit investment by Canadian nationals in a country 
like the United States. I would, perhaps, preface my question by saying that 
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the Padonc: of large foreign investments on the part of the British, and 
ta Kingdom nationals, has been the means of saving civilization on no 
less than two occasions. 

We found in the war of 1914 and in the last war that the United States 
- was our chief source of getting war materials; yet, because of the isolationist 
_ sentiment there, lend-lease supplies had to be paid for on the barrel head. 
_ We found that the existence of a fund of foreign investments owned by United 
_ Kingdom nationals was sufficient to keep Britain in supplies while she held 
_ the line and the United States and ourselves armed for the conflict. Now, 
might it not be said that a substantial foreign investment on the part of our 
- own nationals might be a very real asset and something which, although I 
would not say encouraged, should not be discouraged by ‘the regulations pro-_ 
posed under this bill 195?—A. I take it that you are referring to investment 
in marketable securities? 

Q. Largely, but not necessarily. I give as an example the American Viscose 
_ Corporation which is owned by Courtauld’s in the United States—A. So far 
as direct investment abroad is concerned, the board does stand ready—subject 
to certain conditions which I would be glad to go into if the committee wishes 
me to do so—to provide United States funds for direct. investment abroad. 
But I take it that your question is directed mainly towards the ownership 
of good marketable securities. 

Q. A good half of the question, anyway.—A. Dealing with good marketable 
securities abroad, I quite agree with you that British ownership of good market- 
able securities in the past has been a very important factor—- 

Q. For the world?—A. For her and for the world in enabling her to deal 
with an emergency situation. And if you ask me, would I be happier than 
I am if Canada or individual Canadians owned United States marketable 
securities to the extent of $1,000 million, the answer to that is: yes, I would 
be a good deal happier than I am. But you cannot eat your cake and have 
it too. The question that confronts us is: should Canada stand ready to 
provide United States funds to reduce its own liquid reserves by whatever 
amount is necessary to enable Canadians to satisfy the desire that they may 
have to add to their portfolios of United States securities? We are confronted 
with alternatives: you cannot have securities at no cost. You must pay the 
cash necessary to acquire the securities. As the thing stands now, having in 
mind particularly the pre-occupation that various members of the committee 
expressed earlier this afternoon regarding the state of the world and our own 
position vis a vis the United States dollar area. It does seem to me that it is 
necessary to retain control and to make sure that Canadian reserves are kept 

at the disposal of the Canadian economy and not used for the purpose of 
acquiring marketable securities. 

Q. You really would not lose control of. the reserves when a Canadian 
national invests in American securities because you still have a tag on them; 
they may have to report them to you; you still have that. But otherwise 
you want the money to lie idle in your fund rather than to allow an individual 
to take advantage of his own position and his own knowledge and take advantage 
of opportunities in another country. What advantage would it be to you, 
with respect to the fluctuation of the market, whether an individual owns those 
securities in his own right subject always to being a citizen of Canada and 
therefore subject to our general laws, when we wish to impose them upon him, 
or whether you have the equivalent United States funds in your exchange 
fund?—A. On the point you make that these securities are subject to our dis- 
posal, I would remind you that under this legislation there is no power vested 
in the board or in the government to take over ownership of foreign securities 
which are held by Canadians. 
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Q. But it was done in 1939 with the vesting orders of Great Britain, and ¥ 
we should have done so as well had we not been able to negotiate the Hyde — 
Park Agreement. In other words, every United States security in Canada 
was listed by force of law with the government, and the board therefore had 
control over every dollar of United States investment owned by Canadian — 
nationals. At any time we might put such a regulation into effect, or we can 
enact a regulation to do it—A. Not under this Act. 


Hon. Mr. Asport: Not under this Act because it is less rigid and less 
restrictive than it was during the war. 


By Mr. Macdonnell: 

Q. Suppose that power were taken, would it solve the 2 ponies No, '3 
I do not think so for this reason: in the first place, the amount of liquid reserves 
that we have, bearing in mind the possible drain on those reserves through 
current account transactions, and bearing in mind the magnitude of our 
exposure if you were to place no restrictions on the purchase of securities in 
the United States, the amount of liquid reserves we have is not so high as all. 
that. 

Q. I do not want to go so far as to say that all restrictions should be 
lifted, but I wanted to see, if you had that power, would it, to that extent, 
solve your problem?—A. Considering the situation as it is likely to arise, 
practically, in what circumstances would Canada want to vest those foreign 
securities? There would be situations in which an adverse balance of 
payments with the United States was not being covered through favourable 
balances with other countries. Those situations are likely to be ones which 
are characterized by severe depression in the United States. Those are periods 
when we would tend to have an adverse balance with that country because 
prices fall in the United States and the proceeds of our exports go down. 


By Mr. Jackman: 


And our imports go down too.—A. Not proportionately ; not to the 
extent that would correct the balance. I think, Mr. Jackman, that it is in 
periods when there is a depression in the United States that we tend to have 
an adverse balance of payment with that country. Can we, at least, assume 
that, for the purpose of this discussion. Now, when there is a depression in 
the United States, we tend to have an adverse balance. It is then that we 
have to consider taking over securities. The circumstances of a depression are 
situations when the prices of securities are likely to be low and Canada and 
the owners would get less for the securities than they had paid for those 
securities or than what the securities might ultimately turn out to be worth. 

@. Under the table on page 6, our adverse balance from 1926 to 1928, 
which were years of high prosperity, was minus $275,000,000, an adverse debit 
balance on American account with the United States; whereas, between 1935 
and 1937 or rather 1932 to 1984, which were years of extreme depression, we 
were only minus $120,000,000, which was less than one-half—A. Yes, the 
earlier periods, Mr. Jackman, were periods of capital inflow into Canada, 
which naturally produce an adverse balance to the extent that capital inflow 
takes the form of import of capital equipment. 

Q. But our net balance was worse in the years of prosperity than in the 
years of depression, very much so; if you take 1926 to 1928 as two years, it was 
minus $275,000,000; whereas in 1932 to 1934, which were undoubtedly bad 
years, we were only minus $120,000,000——A. The statement that I made before 
should have been qualified because I was really abstracting from capital 
movement. It is capital movement, I think, which creates that difference you 
have pointed out. If you compare the years 1926 to 1928 to 1929 to 1931, you 
will find they were years of deep depression; and you have a very large 
unfavourable balance. 
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—. Q. Lremember Sir George Paish telling me that in 1932 he could look back 
on 1931 as a year of great prosperity, and I could hardly believe it. The 
1929-31 period was a relatively good period considering what we went through 
afterwards. 


By Mr. Fleming: 

. I formed the impression from an answer given by Mr. Rasminsky 

that the reason for the bill is confined to our exchange relations with the United 
- States; am I correct in that?—A. I would put it this way, that in the whole 
~ world situation as it appears at the present. time the character of our exchange 
relations with the United States causes a certain amount of preoccupation 
which is, as I understand, the reason for this. bill. 

@. And apart from the special exchange situation affecting Canada and 
the United States on accounit of our close relations, there would not be any 
occasion now for foreign exchange control in respect of our exchange relations 
with other countries of the world?—A. Well, I find it awfully difficult to 
answer that. It is asking that I remove from the picture one of the most 
dominant elements in our international financial relations and then try to 
_ sketch what the picture would be with that element removed. If there were no 
such country as the United States I do not know what our relations with the 
United Kingdom or France or Europe would be. 

@. If you cannot give me an answer to that question and detach relations 
with the United States from other countries of the world as far as exchange is 
concerned, I will not press the question, but I gather it is fair to say that our 
exchange relations with other countries than the United States do not present 
any problem at the present time that would! give occasion: to continue foreign 
exchange control in peace time, and it is entirely because of our position, our 
exchange relations with the United States, that this measure is proposed now 
to be continued? 


The Actinc CHAIRMAN: Gentlemen, shall we pass’on to the responsibility 
of the minister? 


Mr. Fueminea: Is there any comment from Mr. Rasminsky on my question? 


The Witness: No, my comment on that would have to be the same as on 
your previous question. 


Mr. Hazen: I would like to ask the assistant to the minister or somebody 
a question. The explanatory note opposite page 1 of the bill says:— 
| The purpose of this bill is to make statutory provision for foreign 
4 exchange control which is now in force under orders in council passed 
: under the authority of the War Measures Act. 


ee a 


Now, the War Measures Act gave extraordinary powers to the government 
during war or threatened war, insurrection or rebellion or whatever the words 
are. Under the extraordinary powers they possessed under the Act they made 
these orders in council and it is now proposed to, as it were, put these orders in 
council into this bill. If we look at this bill it says in section 25, that no person 
shall export any property from Canada. 

In section 27 it says that no resident shall either in Canada or elsewhere 
sell, assign, transfer or deliver any securities, and so on. Now, the question that 
arises in my mind and I am asking for information, is this: is it within the 
_ powers of the dominion parliament to pass an Act of this kind? We are dealing 
under these sections with property and surely property and civil rights come 
under section 92 of the B.N.A. Act. The question I am going to ask is this: has 
the Department of Justice been consulted, and has their opinion been obtained 
on that point, or could we have somebody to deal with this bill? I think we 
; might have somebody from the Department of Justice come before this com- 
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mittee and explain the legal aspects of it to us. The Canada Temperance Act 
was recently before the Privy Council and there may be some parts in that 
judgment that might throw some light or have some bearing on this matter. 

Hon. Mr. Apsott: This bill was submitted to the Department of Justice 
as all bills are and approval was obtained. It was also approved by the 
Minister of Justice personally, who went over it himself rather carefully. I do 
not know whether the attention of the Department of Justice was particularly 
drawn to the point that Mr. Hazen has made, that this may be an infringement 
on provincial rights under section 92 of the B.N.A. Act, but I shall be very glad 
to find out from Justice whether they considered that point, and, of course, if 
the committee desires the deputy minister to come here I am sure he will be 
clad to come and give us his views. I have my own, but there is no purpose in 
my giving them. 

Mr. Hazen: I think it would be interesting if we heard those views from 
the Department of Justice. 


Hon. Mr. Assorr: Mr. Tarr might be in a’position to state whether that 
question was given special consideration. 


Mr. Tarr: I know the question of whether this legislation is within the 
jurisdiction of the dominion parliament. was considered by the Department of 
Justice and it. was their opinion that it is. 


Mr. Hazen: I think it would be interesting if we could have the reasons 
why the Department of Justice came to that decision and on what authorities 
they based their opinion. 


Mr. Lesace: Where is the ground for saying that it inteueee provincial 
rights? 

Mr. Hazen: Property rights. 

Mr. Lesage: The import and export of property and goods? 

Hon. Mr. Assorr: : That is under the section on the export and import 
of goods. 


Mr. Hazen: I am asking only for information, and I think the committee 
would like to be enlightened on this matter. 


Hon. Mr. Asporr: I suppose Mr. Tarr could ask the Department of 
Justice and I am sure they would give us a written opinion, and if you 
wanted to go further into it and elaborate on it, Mr. Varcoe could come 
before the committee. 


The Wirnress: May I be allowed to make a correction to a reply I gave 
before to Mr. Jackman’s question? It relates to the question whether or not 
Canada always has adverse balances of payments in periods when there is a 
depression in the United States. The thing I would like to add is this, 
and I must state this as a personal opinion, that in my opinion, Canada should 
have an adverse balance of payments in periods when there is a depression 
in the United States. When we have failed to do so in the past, and there 
have been occasions when we have failed to do so in the past, it has been 
because we too have had a depression in Canada, we have followed the United 
States in the depression; incomes in Canada have been curtailed and imports 
from the United States have fallen off, and therefore our accounts have at 
certain such periods tended to be brought into equilibrium or a disparity has 
been prevented from developing. Now, if in future Canada is successful in 
carrying out policies of high employment, as the result partly of international 
economic collaboration, and partly as the result of domestic economic measures, 
and the United States gets into difficulties and a depression does develop there, 
then we will be faced with a situation when the proceeds of our exports to the 
United States will fall. On the other hand, to the extent that we have been 
successful in maintaining incomes in this country our imports from the United 
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§ States will be maintained, and consequently a disparity in our balances of pay- 
- ment will develop, and in order to enable us to meet that disparity we need 
_ liquid resources. Those resources are provided in part through our member- 


ship in the Bretton Woods institutions, in the fund; they are provided in part 
by cash balances in United States dollars which Canada owns. 

Mr. JAcCKMAN: That is to say, Canada has greater fluctuations than the 
United States. 

The Wirness: No, excuse me. I am assuming that Canada is more 
successful in maintaining stability than the United States. 


Mr. JACKMAN: JI see, you are assuming that we are more successful in 
ironing out seasonal fluctuations than they are in the United States, which is 
highly problematical, as so much of our activity depends on raw materials; and, 
of course, the supply of raw materials is a thing which fluctuates, but we are 
primarily a raw material country. 


The Witness: Quite likely. 


By Mr. Jackman: 

@. May I ask you this, however; with respect to the table No. 4 (on page 20) 
the total of Canada’s holdings of gold and U.S. dollars, which. is up to 
$1,508,000,000. How much have Canadians in securities in the United States? 
Have you those figures? We would like to have that information if it is 


~ available-—A. If you will look at the end of the first paragraph below the table 


there you will note that after mentioning that the United States investment in 
Canada in 1939 was $4,200 million, there is a sentence which reads:— 
Taking into account assets in the United States held by Canadians, 
Canada’s balance of indebtedness to the United States was in the neigh- 
bourhood of $3 billion. 


That leaves approximately $1,200,000,000; and, of course, that would not 
all be entirely in the form of marketable securities, it would also include Canadian 
investment in branch plants in the United States, and such investments as we 
have in real property. 

@. And may I ask you what difference it will make to the management of 
Canada’s economy and to the Board if in place of the $1,500,000,000 held by 
the Board that amount were $1 billion and $500,000,000 more in the form of 
liquid securities held by Canadian investors? Would it make very much 


_ difference to the management or administration of Canada’s economy?—A. You 


mean, as of to-day, Mr. Jackman? 

Q. Yes. I am taking the figures as at the end of 1945.—A. I think the 
question is, would it make any difference as of July 15, 1946, if at this moment 
individual Canadians were holding $500,000,000 of American securities and 
F.E.C.B. were holding $500,000,000 less of American cash; then, the answer to 
that question is no, it would not make a great deal of difference. But that 
raises the whole question as to the process by which Canadians acquire invest- 
ments in the United States, the items in Canada that they disinvest in and that 
they fail to invest in, the possible fluctuations in values of the assets that they 


~ acquire in the United States, and the extent of the exchange applications for this 


purpose. It might run our reserves very inconveniently low, and there might be 
difficulty in realizing on these securities when the funds were needed. And so, 
if you look at the thing from the dynamic point of view, it does seem to me 
at any rate that at this moment there are good reasons for the government not 
instructing the Board to provide United States funds for the purchase of 
marketable securities. But if you look at it from the static point of view, as 
at this moment, and ask, would it make any difference to us if Canadians were 
holding $500,000,000 and we were holding $500,000,000 less cash; I think the 
answer to that has to be, no, it does not. 
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The Actinc CuairMAN: Gentlemen, it is five minutes to six. What is your a 
pleasure about sitting tonight? Is it understood that We pass on from section 4 
to section 5? 

Some Hon. Mempers: Agreed. } 

Mr. MacponneuL: When is Mr. Cleaver coming back? That is what I 
want to know. 

Hon. Mr. Assorr: I do not think we should sit tonight, Mr. Chairman. 

Mr. JAcKMAN: Unless you answer my correspondence, Mr. Chairman. 

Mr. Macponneuu: Hitler has nothing on you. 

The Actine CHAIRMAN: I am Just trying to carry out what I am supposed 
to do. 

Mr. Macponne.u: Is he afraid to do this? Did he get you to do it? 

The Acting CHAIRMAN: I doubt very much if there is anything of daring 
in this, to suggest three meetings. Is section 4, responsibilities of the minister, 
carried? . 

Some Hon. Mempers: Carried. 

Mr. Macponneuu: What are we doing? 

The Acting CuHarrman: Let us understand. I do not want to do anything 
that we should not do. fe a 

Hon. Mr. Aspsorr: What section are we on? | 4 

The ActiInG CHAIRMAN: We are on page 4, section 4, responsibilities of the ., 
minister. : 

Some Hon. Mremesrs: Carried. 7 

Mr. JAcKMAN: We are not through interpretation, are we? 

The Actine CHarrMAN: We are finished with that. 

Mr. JAckMAN: No. I wanted to ask some questions about: ‘ ‘resident”’, 

Mr. Hazpn: Did we ever carry section 3? 

The Actinc CHAIRMAN: I do not want to do anything that is not right, 
but I heard section 3 carried when I asked. 

Mr. Jackman: I did not hear that. 

The Acting Cuarrman: And I used these words, the next section 1s cian 
4 dealing with responsibilities of the minister. 

Mr. Rinrret: Carried. 

Mr. Hazen: I thought the understanding was that if any section was 
earried it could always be reopened again. 

The Actinc CHAIRMAN: Ob, yes, if you wish to go back to it at the end 
of the Act. What is your pleasure in regard to meeting this evening? Section 
4, I understand, is carried. We will stop right there at section 4. We do not 
want to do anything that is not right. 

Mr. Rinrret: We still have five more minutes. 

Hon. Mr. Axsporr: Oh, no. 

Mr. Rinrrer: Let us carry 5 too. We have had full discussion. 

_ Mr. Macponneuu: Leave it for tomorrow. ; 

The Actinc CHatrman: Is it vour pleasure to meet this evening? 

Mr. JAcKMAN: I have not got all the questions asked that I wanted to ask. 

Mr. Irvine: I do not think we should meet this evening. ; 

The Actinc CuarrMAN: Let us agree as to whether or not we meet this 
evening. 

Some Hon. Mrmpers: No. 

The Acting CuaiRMAN: Then tomorrow afternoon at 4 o’clock. 

Mr. JAcKMAN: On the assumption that there is no 4088 in the House at 

that particular hour. 

The Actinc CuHarrMan: The meeting stands ae until tomorrow at 
4 o’clock then. 
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MINUTES OF PROCEEDINGS 
Turspay, July 16, 1946. 


i The Standing Committee on Banking and Commerce met at 4 p.m., the 
Chairman, Mr. Cleaver, presiding. 


gz Members present: Messrs. Black (Cumberland), Blackmore, Cleaver, Cote 
(St. John’s-[berville-Namerville), Dionne (Beauce), Fleming, Fulton, ‘Gour, 
; Harkness, Hazen, Irvine, Isnor, Jackman, Macdonnell (Muskoka- Ontario), 
as. Mayhew, Michaud, Quelch, Rinfret, Sinclair (Ontario), Stewart 
(Winnipeg North). 


5 ~ In attendance: Hon. D. C. Abbott, representing the Minister of Finance; 
Mr. L. Rasminsky, Chairman (Alternate), and: Mr RB; oAee@ arr, Secretary, 
_ Foreign Exchange Control Board. 


_ The Committee continued its consideration of Bull 195, “An Act respecting 
. the Control of the Acquisition and Disposition of Foreign Currency and the 
Control of Transactions involving Foreign Currency or Non-residents”, and 
further questions on the said bill were addressed to Mr. Rasminsky and- Mr, ‘Tarr. 


At 6 p.m. the Committee adjourned until 8 p.m. this day. 


- EVENING SITTING 


The Committee resumed at 8 p.m., Mr. Cleaver presiding. 

Members present: Messrs. Argue, Black (Cumberland), Blackmore, Cleaver, 
Fleming, Gour, Hackett, Hazen, Jackman, Macdonnell (Muskoka- Ontario), 
# ayhew, Michaud, Quelch, Rinfret, Sinclair (Ontario), Stewart (Winnipeg 
North), Thatcher. 


Be Examination of Mr. Rasminsky and Mr. Tarr continued on clauses 5 to 19 
Int lusive of Bill 195. 


= The following clauses of the Bill were adopted: 5, 6, 7(1), 8, 9, 10, 12, 18, 
14, 15, 16, 17 and 18. 


_  Sub-clause (2) of clause 7 and clause 11 were allowed to stand for further 
consideration. 


At 10 p.m. witnesses retired and the Committee adjourned until Wednesday, 
July 17, at 4 p.m. 


» 


R. ARSENAULT, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Hovusn or Commons, 
July 16, 1946. 


z The Standing Committee on Banking and Commerce met this day at 
4 o'clock p.m. The Chairman, Mr. Hughes Cleaver, presided. 


_- «~‘The Cuarrman: We are on section, 5 of the: bill, exchange fund account 
_ continued. 


_ Louis Rasminsky, Chairman (Alternate), Foreign Exchange Control Board, 
4 recalled. 


The Wrrness: Do you think it would be helpful to the committee if 
- when we come to these main sections such as exchange fund account I were 
to attempt to summarize briefly the main provisions of the sections? 


3 The CuairRMAN: I do. 


. The Wirness: Sections 5 to 9 deal with the exchange fund account and its 
operation. The exchange fund account was originally established in the name of 
the Minister of Finance by virtue of the Exchange Fund Act of 1935 with the 
profit on the revaluation of the gold at that time held in unencumbered owner- 
_ ship by the Bank of Canada. Revaluation took place at current market prices. 
_ The gold was before revaluation carried on the books of the Bank of Canada at 
_ the price of $20.67 per fine ounce. As stated in the Exchange Fund Act the pur- 
- pose of establishing this account was to aid in the control and protection of the 
- external value of the Canadian monetary unit, but it was not found. necessary 
a to use the account until the introduction of foreign exchange control in Canada 
on September 15, 1939. At that time the exchange fund was placed at the disposal 
_ of the Foreign Exchange Control Board as its initial resources. 
’ Section 5 of the bill continues this special account in the name of the 
Minister of Finance and authorizes the investment of balances in the account in 
- dominion government or guaranteed securities, gold, United States dollar balances, 
and United States government securities and, within such limits as the Governor 
in Council may authorize from time to time, in balances in other foreign curren- 
cies and treasury bills of the United Kingdom. 


3 Section 6 of the bill provides for future revaluations of any gold held as 
_ reserve by the Bank of Canada if the current market price should change and for 
the crediting or debiting of the exchange fund account with the profit or loss 
arising out of such revaluation. At the present time the Bank of Canada owns 
no gold in unrestricted ownership. 


By Mr. Jackman: 


| Q. Owns which?—A. No gold as a reserve, the Bank of Canada having been 
_ required under the exchange fund order of April 30, 1940, to sell the gold which 
was at that time in its possession to the exchange fund. At that time the gold 
reserve requirements of the Bank of Canada were suspended, and section 71 
of this bill continues the suspension of the gold reserve requirements of the Bank 
of Canada until such time as the Governor in Council otherwise directs. No 
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acquisition of gold by or retransfer of gold through the Bank- of Canada is~ 
contemplated at the present time, but it is felt to be desirable to include the 
provisions of section 6 in the event that gold should later be held as reserve bys 
the Bank of Canada. 


Section 7 authorizes the Minister of Finance to make advances to the 


exchange fund account out of unappropriated moneys in the consolidated revenue — 


fund upon such terms and conditions as the Governor in, Council may prescribe. 
Up to the present the resources required by the fund to finance acquisitions of 


exchange in addition to its original capital and its reserve fund have been pro- 


vided by way of government advances authorized by orders in council under the 


various war appropriation acts. Subsection 2 of section 7 provides for an annual — 


report to parliament of advances made under this section. 
Section 8 provides that the earnings of the exchange fund account will, after 
the Act comes into force, be paid to the consolidated revenue fund annually, Up 


to the present such earnings have been left in the exchange fund account and | 


have been transferred to a reserve fund. 


Mr. Jackman: Perhaps the minister would answer this. Under the Crown — : 


operated companies of Mr. Howe he keeps the earnings in those companies against 
our desires, or my desire, anyway, instead of turning them over annually to the 
consolidated revenue fund. If the principle is sound in one case, as I think it is, 
why is it not sound in the other case? 


Hon. Mr. Asport: I think you had better ask ‘Mr. Howe a he keeps them 


in his companies. 


Mr. JAckMAN: Why should you not keep the earnings in a revolving fund 
here? 


Hon. Mr. Assorr: I suppose the answer is we think the character of the 


operations of this fund are rather different from Mr. Howe’s Crown operated 


companies, I have no doubt, and in any case it has been decided that the opera- _ 


~ tions under this particular account, as is the case with the Bank of Canada, will 
be turned into the consolidated revenue fund. 


Mr. JAcKMAN: Do you think it wise that the earnings should be turned over 


to the consolidated revenue fund? - 
Hon. Mr. Agssorr: It has been so decided in this case. 
The CuatrMan: I take in that we have your blessing. 
Hon. Mr. Assorr: I take it you should be pleased. 


Mr. Jackman: I would rather have you keep it in this case than in the ~ 


other one. 


The CuHaAtrMAN: Are there any questions arising out of Mr. Rasminsky’s 
statement? 


By Mr. Jackman: 


@. Do you want to finish with section 9?—-A. I am going to ask Mr. Tarr if 
he will explain section 9. 

Mr. Tarr: The Consolidated Revenue and Audit Act is the Act under which 
most government receipts and disbursements are dealt with. Under that Act 
all government receipts have to be paid into the consolidated revenue fund, and 
then there is the ordinary procedure for disbursement. I am not certain of the 


details as to what they are, but there are certain forms for approval of expendi- 


tures and payments out of the consolidated revenue fund. The provisions of that 
Act are not applicable to the operations of the exchange fund account in that all 
receipts go into the exchange fund and certain payments are made out as pro- 
vided by this Act. The treatment of receipts and disbursements is different 
from what it normally is. : 
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os _ Mr. Jackman: In other words, the auditor general merely certifies that 
what you have done is within the scope of your jurisdiction? He does not make 
# nt audit if such an audit would be applicable to an account of this 
ee Sele me ¢ . 

Bx Mr. Tarr: He makes a detailed audit but he does not report in detail. 
| The purpose of subsection 2 of section 9 is bound up with the necessity for 
secrecy of operations in the exchange fund account, at least at the time the 
operations are taking place. It is the same provision as was in the Exchange 
_ Fund Act which provides that the auditor general shall conduct an audit, but 
his report to parliament is limited to a certificate that he has audited the 
- accounts and that the transactions through the account have been proper ones 
under the legislation. 


By Mr. Jackman: 


Q. I do not seem to see it in that section 9 which really goes into a detailed 
audit. I do not think that a detailed audit is applicable in a matter of this 
-nature—A. I think the situation is this, Mr. Jackman, that the exchange 
_ transactions of the exchange funds merely consist of the conversion of one type 
- of asset into another type of asset, such as a conversion of Canadian dollars 
- into foreign exchange or an investment of foreign exchange in one type of 
asset as distinguished from another type of asset which, as you say, must be 
certified as being within the scope of the authority of the exchange fund. 

+ Q. At any time is it necessary for the fund to report ex post facto on how 
it has handled the affairs of the fund?—-A. Oh yes. There are various types of 
reports which are provided for in this bill. Section 39 provides that the board 

shall submit to the minister within six months after the 3lst December in each 
year a report in such detail as the minister may from time to time direct, 
- covering the operations of the board for the twelve months ending on the 31st 

day of December; and subsection 2 of section 39 provides that the minister 
shall lay that report before parliament. 

= Q. I want to know whether or not your past acts are ever revealed to the 
light of day. .At the same time would it be possible for the public to know just 

what you did six months, or a year ago?—A. Subsection 2 of section 39 
provides that the minister shall lay before parliament any such report within 
thirty days after it is submitted to him or, if parliament is not then sitting, 

_ within thirty days after the commencement of the next ensuing session hereof. 


og Lee aa 


By Mr. MacDonnell: 


: Q. Subsection 1 says: the board shall, within six months after the 3lst day 
- of December in each year, submit to the minister a report in such detail as 
the minister may from time to time direct. A. That is right, Mr. Macdonnell. 
- The reason for that form of words, and one of the reasons for section 9, sub- 
section 1 is that it may be undesirable upon occasion to disclose the details of 

the board’s foreign exchange position lest such a disclosure lead to speculative 
activities. That phrase to which you have alluded, Mr. Macdonnell, does give the 
- minister a discretion to direct the board from time to time to lay its reports 
_ before him in varying degrees of detail. 


By Mr. Irvine: 


4 @. When the occasion is past, however, would it not be wise that parliament 
_ then know why the reticence in respect to any particular matter?—A. In 
_ general I should think that what you have said is right Mr. Irving. There will, 
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of course, be an annual occasion when parliament will have an opportunity of 
examining the whole of the operations of the Foreign Exchange Control Board. 
That occasion is provided by section 13 of the bill: — 


Except as provided by section 12 and 17 of this Act, the cost of .. 


administration of this Act shall be paid out of moneys provided by 
parliament. 


So that year by year there necessarily will be a parliamentary appropriation to * 
cover certain administrative costs of the Foreign Exchange Control Board 
which would provide for a review of the operations. This would at least provide 
the occasion for a reminder to the minister, if necessary, that the degree of 
detail of the board’s exchange position which he has hitherto disclosed is 
unsatisfactory. 


By Mr. Harkness: 

Q. The point is that this audit which is being provided for, or any other 
audit report provided for in this Act, will not provide any audit which will 
show the state of the accounts or the transactions which have taken place in 
it; and there is no provision to enable a member of parliament to secure that | 


information —A. In addition to the annual report which it is the duty of the 4 


board to make to the minister, there is a provision in section 9, subsection 2 
as follows:— 

(2) An annual audit of the Exchange Fund Account and of the 
transactions in connection therewith shall be made by the Auditor 
General in such manner as he thinks proper with a view to ascertaining 
whether the transactions in connection with the account have been in 

accordance with the provisions of this Act and he shall certify to the 
House of Commons that in his opinion, having regard to such examina- 
tion, the transactions in connection with the account have or have not 
been in accordance with the provisions of this Act and that the records 
of the account do or do not show truly and clearly the state of the 
account. 


@. That is the very section Spake. to which I placed my note when I first 
read it over.—A. The audit certifies that the transactions have been in accord- 
ance with the provisions of the Act. The state of the account itself is disclosed 
under the provision of section 39, subject to the qualifications to whieh Mr. 
Macdonnell has drawn attention, namely, the degree of detail which may be 
varied by the minister. | 


By Mr. Macdonnell: 


Q. I wonder if the minister would entertain an amendment in some such 
form as this, in section 39, showing in reasonable detail the operations of the 
fund. I appreciate that we cannot necessarily ask for every detail, but that 
report might be only of three lines in length. 


Mr. JAckKMAN: Would there be any objection, six months after the end of 
the year, giving the balance sheets to the end of the year? A report just tabled 
gives the position of the fund as at December 31, 1945. Would there be any 
objection to giving the balance sheet and the operating account statement six 
months after the end of the year? 


Hon. Mr. Assorr: J would be glad to consider such an amendment. The 
answer must depend upon the technical advice that we are given, as to whether 
it would prejudice the operation of the exchange fund account to give too 
detailed information at too early a date. I think the government would have 
to rely on the advice of its technical advisers. It is a pretty elastic term, of 
course. 
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a By Mr. Irvine: | 
-Q: Eventually we can get the information we want from the provisions.— 
eT think, sir, that it would be possible to find some words which would give 
YN Mir. Macdonnell the assurance he seeks that there would not be an arbitrary 
curtailment of the information. ‘ 


By Mr. Macdonnell: 
Q. After all, we are probably not far apart. What we are really suggesting 
: is that within a reasonable time after the event, similar reports could be produced 
in the future. 


By Mr. Fleming: 
| Q. I understand you are not actually on section 39, but seeing that a refer- 
ence has been made to it, what was the reason for entertaining six months as the 
' period at the end of which the report for the year ending December 31st should 
_ be submitted to the minister? Is it because of the desire to withhold information 
that may not be thought proper to be made public until it is really stale? Or, 
is there any difficulty in actually preparing the report within a shorter period of 

_ time?—A. No, sir. The reason was more along the lines of the first reason that 
_ you suggested. The desire of the government in bringing forward the section in 
_ this form is, I believe as follows: 

It is felt that in ordinary times, in normal circumstances, that a period of six 
months is probably a sufficiently long period to enable the government to publish 
- complete details regarding the position of the exchange fund account without 
- fear of stimulating undesirable speculative activities. | 


By Mr. Jackman: 
; Q. What form could undesirable speculative activities take?—A. Do you 
mind if I complete the question which has been put to me? 
p Q. Not at all—A. If the period were as short as, let us say, one or even 
_ three months, then, if there were any pressure against the exchange fund which 
- might take the form, for example, of a prepayment for imports on an unusually 
large scale, then, if there were such pressure against the exchange fund. it is felt 
_ that a lapse of a six months period would be long enough so that a wave of spec- 
~ ulative activity of that sort would have spent itself. Obviously the longer tie 
period one takes, the safer one is from the point of view of the control. A» year 
would have been a safer period. On the other hand there is a natural interest on 
the part of parliament and on the part of the public in the position of the 
exchange fund account. That is why the period of six months was chosen as 
providing quite up-to-date figures or figures which are as up-to-date as those ~ 
- which have been published by the great majority of exchange stabilization 
funds. 
& The period of six months does provide figures which are reasonably up-to- 
date. Now, there may be a situation in which a movement has not spent itself 
at the end of a six months’ period. In that case it may be undesirable to publish 
full details regarding the exchange fund account. That is why the phrase “in 
- ‘such detail as the minister may direct from time to time” has been inserted. But 
_ I think I would be safe in saying that in the normal course of events quite com- 
_ plete details would be asked for by the minister in these annual reports, and 
_ would be laid before parliament. 


> By Mr. Macdonnell: 
Q. Mr. Fleming’s question suggests to me that the six months’ point of view 
é is very undesirable because it might mean that in the ordinary course it would 
not be tabled until after parliament had adjourned. I would be very unwilling 
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to see that happen. Mr. Fleming’s question suggests to me that we ought to make 
that substantially less than six months. You can preserve the situation. I can — 
see that the minister should have discretion to protect a situation, but I would — 
be unwilling to see this as it is now, because in the ordinary course, it would) — 
mean that it would come down after parliament had adjourned. i 

Hon. Mr. Apsorr: Not according to the record of the last few parliaments. — 


Mr. Isnor: The fiscal year closes March 31st and the Auditor-General’s 4 
report is dated March 31st. Would it be that the government had that in mind, — 4 
actually—until three months after the close of the fiscal year? - 


By Mr. Irvine: 


Q. I do not suppose there is any relationship between this date and the fiscal 
year of parliament—aA. No, the exchange fund accounts are kept.on a calendar 
year basis. he 

Mr. Isnor: Except that the Auditor-General’s report covers this, just as it 
does all other activities. 


Hon. Mr. Asporr: No, I do not think so. I think he would audit the 
exchange fund accounts just as he audits the Crown companies, really, as an 
auditor. | a 

The CHamrMan: Changing that date, Mr. Macdonnell, from December to 
October would meet your suggestion, would it not? ; Soa 

Mr. Fieminc: You mean to change the fiscal year? 


By Mr. Macdonnell: 


Q. Has it not got to be the 31st December?—A. It will require a major 
operation to change our fiscal year from the calendar year basis. 


Hon. Mr. Apporr: Mr. Macdonnell’s whole concern is that not later than six 
months after the close of the fiscal year, the accounts should be available to 
parlament if it is in session, and to the general public if it is not, 


Mr. MacponnELL: I think-it is desirable to have it come down before — 
parlhament has adjourned. 


: Hon. Mr. Assorr: I think myself that on the grounds of policy it would 
be impracticable and unwise to submit a report disclosing the exchange position 
sooner than a date of six months previous. For instance, if we showed an 
exceptionally low position with respect to holdings of American dollars a 
month after the report is issued, it might encourage speculative activities to 
which Mr. Rasminsky has referred, such as forward commitments and the like. 
So I think we will have to recommend that it may be desirable that the figures 
which will show the exchange position of the fund cannot be made public 
sooner than six months late, if I can put it that way. ’ 

Mr. Jackman: It is permissible within the six months and within such 
earlier period as you may desire. May I say in regard to subsection 2 of that | 
clause, which is also subsection 2 of section 7, that this is the old standard 
form. The minister receives the report and he may thereupon wait thirty days 
before he presents it to the house; and if parliament is not sitting, then he 
must present it within thirty days of the next ensuing session. As Mr. 
Macdonnell points out, that may take it fifteen months to two years after 
the actual event. Surely we can streamline that section and have it presented _ 
thirty days after the minister receives it, whether parliament is sitting or not. : 

Hon. Mr. Apgorr: All Mr. Macdonnell’s point involves, as I understand it, 
is that the information in the report be made public within six months from the 
end of the fund’s fiscal year and not longer than that. 3 


Mr. MAcponneLL: The ordinary parliament is apt to adjourn early in July. 
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Hon. Mr. Asporr: As the committee knows, the Companies Act provides 


that the report must be laid before the annual meeting of the shareholders, not 
_ later than four months after. This is only two months later than that. 


Mr. Macponnetu: Actually it may come after the adjournment of 
parliament and perhaps you could make it five plus one. 

Hon. Mr. Assorr: If a proper amendment could be made which would 
provide that the report be submitted to the minister within a six months 
period, then, if parliament were not sitting it would be made public within a 


. limited period thereafter, say fifteen days. Would that meet your objection? 


Mr. Macponnetu: I am very anxious that this should come out while 
parliament is sitting. 

The Witness: As Mr. Jackman has pointed out, the six months period 
is Aa maximum period. Section 39 subsection 1 reads as follows:— 

39. (1) The board shall, within six months after the thirty-first 
day of December in each year, submit to the minister a report, in such 
detail as the minister may from time to time direct, covering the 
operations of the board for the twelve months ending on the said 
thirty-first day of December. 


By Mr. Macdonnell: 


Q. Don’t. you know that very often maximum becames. minimum.—A. I 
would point out that in the case of the report of the Foreign Exchange Control 
Board, the report discloses figures as of the end of 1945 and was addressed to 
the minister on March Ist of this year. There will be no particular reason that 
I can see why either the Foreign Exchange Control Board or the minister 
should desire to delay the tabling of the report unless there was a good reason 
such as the publication of the report leading to speculative activity. 

Q. I would be perfectly content if you put a shorter period in there with a 
reservation that, if in the minister‘’s judgment it should be delayed, then it 
should be delayed. 


Hon. Mr. Assorr: Let us give some consideration to Mr. Macdonnell’s 
suggestion and, when we do come to section 39, we can suggest an amendment 
which would meet his point. 


Mr. Fieminc: Some one should take the responsibility—presumably it 
is the minister—for holding the report and not tabling it in parliament 
within a month, if these special circumstances were thought to be present. It is 
the minister’s responsibility not the board’s. | 

Hon. Mr. Assorr: My own view is that if it is possible to do so, there 
should be a maximum time fixed in the Act within which the report must be 
published, preferably by tabling it in parliament. I feel that would give the 
best protection to the public who are interested in the operations of the board. 
I think there should be a maximum period fixed in the Act beyond which the 
minister is given discretion, if it is possible to do that. The present maximum 
is six months, as Mr. Macdonnell points out, and if parliament is not in session, 
it might run to twelve months or even longer. I suggest one thing, that when 
we read section 39 we should give consideration to whether we can suggest an 
amendment which will achieve the object of making it obligatory upon the 
minister to publish the report not later than six months after the 31st December. 

Mr. Irvine: In that case I suggest Mr. Macdonnell should start drafting 
such an amendment now because we will be reaching section 39 in a very short 
time; I would imagine by half past five. 

Mr. JAcCKMAN: May I suggest that we tackle this problem right away. 
We are dealing with all the clauses under the exchange fund account, and 


‘while we are on this problem, this section 7 has to do with the making of 
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advances by the minister to the fund, and ‘hat clause that the oh ebaek should a 


be made within thirty days after the 31st day of March in each year. We 


have just changed clause 2 to say that the minister shall report to parliament — 4 


after thirty days, after the 31st day of March in each year. Just insert: “The 
minister shall report to parliament if parliament is sitting; or otherwise publish 
within thirty days.” 

Mr. Marter: As a rule we are not sitting in March. 

Mr. JAcKMAN: It would be dependent upon that contingency. 

Hon. Mr. Assorr: I would point out that section 7 only relates to the 
total advances made by the minister to the exchange fund account. It would 
not disclose the amount of foreign exchange held by the fund which, I take it, 
Mr. Rasminsky, is the information which might cause undue speculative activity. 

Mr. JAckMAN: I think that this report under section 7 might be of consider- 
able interest to the people because what we are concerned with is the amount of 


money which the fund may make or lose on its operation. It obviously calls for. 


advances by the minister. The minister receives a report of the fund on 
March 31, and within thirty days he must report to parliament, if sitting. 
What I suggest is, if parliament be not sitting, that the report be otherwise 
published. 

Hon. Mr. Assort: It is only a report of advances made by the minister 
to the fund which, at the moment, totals some $1,300,000,000; ay that is only 
one item of information in the account of the fund. 


Mr. JAcKMAN: But it is a rather important item. 

Hon. Mr. Apsotr: It is a very important item, of course, but it is only 
one item. 

Mr. JAcKMAN: What is the objection of the minister to inserting there: 
“Tf parliament is not sitting, otherwise published.’’? 

Hon. Mr. Assorr: You mean put this on the same basis as the other one. 

Mr. JACKMAN: Yes, so that we may not have to wait possibly two years. 


Hon. Mr. Assorr: I have no objection to that information being published 
if parliament is not sitting; but I cannot agree that there should be inserted 
a condition that the report of the full operations of the fund to the minister 
should be disclosed at that time. 


Mr. Irvine: Parliament would meet in plenty of time to get the first report. 
Mr. JACKMAN: There is no objection to that. 


By Mr. Fleming: 


@. Has there been any maximum observed in this power of advancement 
under the unappropriated moneys of the consolidated revenue fund? Is there 
a maximum limitation on the amount of the advances made?—A. No, sir. 
I do not see how it would be practical to set a maximum limit unless one is 
setting such a limit at an extremely high figure, because the amount of advances 
which is required by the exchange fund depends, of course, upon the fund’s 
holdings of foreign exchange. The exchange needs Canadian dollars for the 
purpose of acquiring foreign exchange. Now, to set a maximum limit would 
involve an estimate from time to time of the maximum extent to which holdings 
of foreign exchange might rise. Moreover, it is a government asset in the 
form of foreign exchange which is being acquired with the moneys advanced. 
For these reasons it was not thought either possible or desirable to fix any 
maximum limit. 

Q. May I follow that with two questions; the first is, what is the maximum 
amount that such advances have been at any one particular time since the fund 
has been in existence; and, in the second place, is there any reason to anticipate 
that over an appreciable period now—we will say two or three years—that the 
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amount will be exceeded that is the unappropriated moneys of the consolidated 
revenue fund?—A. The reply to the first question will be found on page 38 of 
_ the Foreign Exchange Control Board report, which shows the oustandings at the 
end of 1945 were $1,300 million. As to the second question, that involves a 
conjecture as to the future of Canada’s balances of payments on both current 
account and capital account, and there are so many unpredictable items that I 
do not think it would be possible for me to make any conjecture. 


By Mr. Hazen: 


Q. Is it customary for ministers of the Crown to make advances to foreigners 
without the authority of parliament, or is this something new?—A. Of course, 
the authority to make such advances will have to be voted. 

Q. That is what I wanted to find out.—A. By this Act, I mean. 


~ Mr. Marier: If we accept this Act we give the minister that power. 
Mr. Hazen: Not as I understand it. Does it have to be voted or not? 
Mr. Macponneuu: He means this bill, this Act. 


The Wirness: I mean by this Act. If this bill is passed the minister will 
have the authority to make advances from the exchange fund account. 


By Mr. Hazen: 


Q. Without a vote by members of parliament?—A. Without a specific vote 
of parliament for each advance; yes, sir. 
Q. Is there any other legislation in which there is a similiar provision?— 
A. Ido not know. There were similar provisions in the War Appropriations Act. 
I would like to point out to the committee that these advances are advances 
from the minister to himself. The moneys that are advanced are not paid out 
to third parties. In fact I have heard the view expressed that this authority to 
make advances is unnecessary because the exchange fund account is itself a part 
of the consolidated revenue fund. However, in order to keep the bookkeeping 
- straight it has been thought desirable from the beginning to regard these as 
advances from the Minister of Finance to the special exchange fund account in 
the name of the Minister of Finance, and the only thing for which these advances 
can be used is for the purpose of acquiring foreign exchange. They cannot be 
spent. 


By Mr. Fulton: 


Q. On that point, Mr. Chairman, I would like to ask a question. As I under- 
‘ stand it an expert is to be called in later to give evidence to the committee on 
{ some other aspects of this foreign exchange question. I take it that such a witness 
: will be able to explain the mechanics of revaluation of the $1,500 million of 
American funds, and the effect which the exchange rate had on changing the 
value of the Canadian dollar, when the American dollar was restored to par. I 
‘ take it that by that process the fund lost $1,500,000—A. Mr. Fulton, I am sorry. 
. In my evidence on the first day, which I believe has now been printed and cir- 
{ culated, I gave a detailed exposition of the losses suffered by the board as a 
| result of the change in the exchange rate. 

Q. Well then, let me ask you this very specifically; did the board lose any 
money?—A. The revaluation of the board’s inventory on foreign exchange 
involved a writing down of the Canadian dollar value of that inventory, yes. 

Q. Then I wonder if the minister would consider it advisable that there 
might be some limit written into the Act as to the amount of any particular one 
currency the board might hold at any one time. The suggestion was made at 
one time that the holdings should be in terms of gold, that should there be any 
large amount of holdings gold should be held, then when it is required to buy 
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Canadian currency it could be bought with gold. Then every dollar sold at a a ; 
premium over the United States dollar would bring us a benefit and in that way 
we might avoid losses such as have been incurred on this occasion—A. When > 4 
the board revalued its assets after the change in the exchange rate, the board — 
naturally revalued its gold holdings i in the same way as it revalued its holdings 
of foreign exchange. The board has previously carried its gold holdings at the 


Canadian dollar price, $38.50 per fine ounce, with certain adjustments for the 


cost of transportation and shipping. When the Minister of Finance announced 
the change in the exchange rate that automatically involved.a revaluation of the 
gold on a basis of $35 per fine ounce, so that the so-called loss in the revalua- 
tion of gold was exactly the same proportionately as the so-called loss on the 
revaluation of foreign exchange. 

Q. You have not quite answered the question. Probably I did not make 
it clear enough. Would it be advisable or is it necessary to put any limits as 
to the amount of foreign currency which the board may hold at any one time 
so as to obviate loss owing to devaluation of that currency?—A. No, I do not 
think it is advisable to impose any such limits. This measure provides safe- 
guards against the mechanism of the Foreign Exchange Control Board 
accumulating foreign exchange being used as a method to extend credit to 
foreign countries by requiring approval of the Governor in Council for holdings 
of currencies other than currencies which are generally acceptable for the 
settlement of international balances, namely gold and United States dollars. 
I take it therefore that your question must be directed to whether it would be 
advisable to put a limit on the board’s holdings of gold or United States dollars. 
IT think that question must be answered in the negative. What would be the 
effect if such a limit were imposed and then the limit was reached? Let us 
say that a limit was imposed at 1,000 million dollars, and the board then came 
to the position where it held $999,000,000 and an exporter came along and 
tendered $1,000,000 or $1,000,001. Acting under such a limit the board must 
refuse to buy those American funds. What happens in this circumstance, of 
course, is that the board loses control of the exchange rate, that the exchange 
rate, which has hitherto been stabilized by the willingness of the board, 
acting on instructions from the Minister of Finance to buy and sell foreign 
exchange at a fixed rate, must get out of hand because there is no stabilizing 
influence. One can say that the accumulation of large amounts of foreign 
exchange is a factor which tends to raise the value of a currency. That is 
perfectly true but I do think it could be very undesirable and completely 
impractical to fix any maximum limit on the board’s accumulation of gold or 

American dollars. 

Q. I do not understand why the board would be tempted to carry as much — 
as a billion dollars at a time. I can understand it reaching that level but 
then I would imagine it would be disposed of gradually and built up again —A. 
What would you suggest that the board do about it? If the board is acting 
under instructions to stabilize the exchange rate and is offered more. American 
dollars than there are purchasers of American dollars so that the board’s hold- 
ings of American dollars are tending to increase what steps could be taken, 
even if it were thought desirable to offset such an increase? The board after 
all is not an active agent. The board does not spend American dollars. The 
board merely stabilizes the price of ‘American dollars by buying and selling 
at a fixed rate. 


By Mr. Jackman: 


Q. If I may suggest to you that is one of the reasons why IT wonder 
whether the benefits really outweigh the objections to this control by the 
board. If more American dollars were being offered than were required by 
Canadians the rate of exchange in place of remaining at 10 per cent as a 
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? egge <a rate would tend to fall until perhaps it even went to a discount. What 
har ppened, as I understand it, is that the board stood ready to take all 
\merican currency offered to it, until the recent devaluation or upvaluation, 
7 ee 10 per cent premium, and eventually I suspect they found that the bag got 
so large they said, “We will take a drastic step and we will equalize the 
exchange rate between the United States and Canada and in that way dis- 
- courage the supply of American dollars”. That is done by making it less 
_ profitable for Americans to buy in our market. Everything costs 10 per cent 
more to American purchasers, and therefore there are not as many American 
dollars being offered. That is why I feel that the normal working of economic 
- forces that are present in exchange rates is much better than this controlled 
and arbitrary fixing of rates of exchange which sometimes lead to a situation 
where so much is offered in American dollars that we have to take a very 
drastic step and have a 10 per cent change overnight throwing many people 
into consternation and for the moment, at least, putting out of business a large 
part of our mining industry whereas if the natural working of economic forces 
had been allowed to operate then the excess of American dollars would reduce 
the desire of all Canadians to buy them. There would not be the demand for 
them and the normal exchange rates would fall gradually, 10, 9, 8 per cent, 
- until they equalized themselves through this normal operation. Is that not a 
fair statement?—A. I should like to make two comments on it. The first is 
- that in his statement of the reasons which led the government to decide to 
_ change the exchange value of the American dollar the Minister of Finance did 
~ not include the reason which you have given, namely, that our holdings of 
American dollars were embarrassingly large. That was not given by the 
_ Minister of Finance as one of the reasons which prompted the government to 
_ take that action. The second comment I should like to make is that the 
natural working of the economic forces to which you have referred is illustrated 
- on page 8 of the report of the Foreign Exchange Control Board which shows 
the fluctuations in exchange value of the Canadian dollar from 1919 to 1939. 
‘I think that you will agree that the natural working of economic forces 
- produced a fair amount of fluctuation of a disturbing character in the exchange 
_ value of the Canadian dollar during that period. 
4 Mr. Macponneutu: We would rather take another period. 
a Mr. Jackman: I am quite content with that period, but if I may suggest 
- I would qualify your statement by the fact that the real valley in that chart 
is due to the fact that England went off the gold basis in 1931, and while I 
will not call it artificially imposed it was the effect of the gold standard and 
over-valuation of the pound in 1925 or 1926, and once again I do not think 
that was exactly the normal working of economic laws. It was an attempt 
of Britain to go back to the gold standard at a valuation for the pound which 
was higher than it should have been. If you look at the chart you will find 
- during the period from 1924 to 1931 the Canadian dollar had a remarkably 
~ constant value and was not subject to excess fluctuations. The period after 
the pound sterling devaluation was also well within the 6 per cent which is a 
— good deal less fluctuation than the 10 per cent which we have just experienced 
a week ago. 
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By Mr. Macdonnell: 


Q. Arising out of that I should like to ask this question, which appears 

— tome practical. You have described very clearly what happens and if I under- 

stand you correctly the duty of the board now is to make good, so to speak, 

the parity which was established the other day by executive act of the govern- 

- ment. In other words, your duty now is in effect to buy or sell currency to 

_ keep that rate now. You have no discretion to alter that rate as such?— 
A. No, sir. 
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Q. That rests with the government. Now, is it clear to you that it is In the 
interests of business to maintain that rate? Let us assume you see that rate — 
going against you and you begin to doubt whether it can be indefinitely main-= — 
tained. Would you think it was better to go on maintaining it for as long a — 
time as you could and then have a very substantial drop to a new level rather — 


than have a day to day fluctuation but a gradual process of readjustment ?— 


A. As I understand it you are not asking me to comment on the policy of 


changing the exchange rate. Your question is if it becomes clear that an © 


exchange rate change of a given magnitude, let us say 10 per cent, is needed 


is it desirable to make that change with one fell swoop or is it more desirable to ; 


make it by a series of 2 per cent changes? Is that your question? 
Q. I suppose my question might be better stated this way. In part I am 


inclined to agree with you that while the thing is as it is 1t would be unwise , 


to impose a maximum for the very reason you give. Some fine day will arise 
when a maximum would cause great confusion, but what I want to ask is this. 
Under the tendency of the present arrangement it would seem to me you go a 
long way to maintain this rate, and even though perhaps natural laws, if there 
are any such things in economics, would be gradually making a change, the 
tendency and IJ take it the definite principle of this is to maintain it as long 
as you can even though the result will be at the end that there is a rather violent 
readjustment. Is that a fair statement?—A. I do not think that it is. I do noy 
think that there is anything in this legislation which creates any tendency on 


the part of the government to maintain any exchange rate at any level or for any : 


given period of time. I do not think that it would be fair to say that there is 
an inherent tendency in an exchange control system to defer making a necessary 
change until a lot of trouble has accumulated, which I take it is really the 
situation you have in mind. 


Q. Let me put this question. Let us assume there are such things as 


natural laws and that you who are sitting in the exchange control board are 
capable of observing them as well as anyone else. Is it likely that under the 
present system we will have a gradual adjustment? Let us assume for five or 
six years now you have had a definite standard maintained, and I take it for 
reasons of war, and what not, it was necessary to do that. Is it consistent with 
this Act and with the policy which the board is likely to follow to make gradual 
readjustments up or down of, let us say, possibly half a per cent now, one per 
cent again, or is it likely, and does the history of the exchange board show, 
that you will work towards an absolute level for as long a period as possible and 
then a more violent readjustment, a more substantial readjustment? In other 
words, are you against readjustments from time to time?—A. No, sir. 

Mr. Irvine: Before you answer that may I ask if the question put by 
Mr. Macdonnell is not one of government policy and you merely have to do 
with the instructions which will carry 1t out one way or another? Is that not the 
relationship? 


The Witness: Yes. The question of the level of the exchange rate and 
the ways in which the exchange rate might be varied from time to time are 
really questions of government policy rather than a question of eens 
control. 


By Mr. Macdonnell: 
Q. Yes, but is it not possible for the chairman of the Foreign Exchange 


Control Board to comunicate with himself as adviser of the government and 


thereby have a conclusion reached which might affect the views of both?— 
A. No, sir. On that question I certainly would’not attempt to reflect the views 
of the government. 
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BAC Q. Is the situation not actually this at the present time that the exchange — 
rate which we had up until a few days ago, and the exchange rate we have at 
_the present time were both artificially set as a result of agreement between our 
: eeescnrene and the government of the United States?—A. No, sir. 


: Q. Then how were they set?—A. They were set by decision of the Canadian 
“government. 


Q. Then I take it there was no material change in, your oldiare in. the 
q “foreign exchange contro) fund as between. now and last week, or ten days ago, 
when the exchange rate varied by 10 per cent. Therefore, as far as I. can see, 
- it must have been a matter of keeping it at that artificial level throughout. the 
_ war and now suddenly raising it to another artificial level? —A. It seems to. me 
the only inference that can be taken. from the facts is that at some time before 
eo July 5, 1946, the government came to the conclusion that the rate of 10 per 
cent discount was no longer an appropriate rate for Canada. The considerations 
2 which led the government to come to that. conclusion may have been of various 
sorts but I take it they were described fully by the Minister of Finance when 
he made his statement in the House on July 5. 


By Mr. Fulton: 


~ ®. I want to come back to the point I was on before. It takes a lot of 
a ‘inhi to catch up with Mr. Rasminsky. That is why I have been waiting all 
_ this time to ask a question. You gave as a reason why it would not be desirable 
~ to set a limit that you might.approach that limit and then somebody might 
offer you something which would caryr you just over it and then you could not 
take it. I do not quite see how that would fit in with the terms of the Act when 
under section 23 nobody may pay, lend or otherwise dispose of Canadian 
~ currency to a non-resident and under «section 26 nobody may import any 
property into Canada except in accordance with a permit. Therefore it seems to 
me the only way in which anybody would offer American currency to the board 
or want to buy American currency through the board would be as the result — 
of some movement of goods—-A. Movement of goods or other valuables. It 
~ might be services; it might be securities. 

Q. Then if the board is forced to buy the situation might be the way 


a you put it but to my mind it seems the board has got to take up any offerings 
- which are made to it?—A. In order to peg the exchange rate. 


Q. If the board is forced to buy as much as a billion dollars worth hae 
American exchange and must buy every time it is offered in order to keep the 
exchange rate then it seems to me Canadians must be importing more from the 
United States than they are selling to the United States?—A. No, it would be 
the opposite, would it not, that we were selling more to the United States than 
we were buying from the United States, since it is exports that give rise to the 
_ sales of American funds to Canadian banks. 


3 Q. That is right. Therefore there would be a disproportionate balance of 

exports over imports which has given rise to the large amount of money in the 
hands of the board; is that correct?—A. That is a possibility. That is a possible 
source of United States funds to the board. In point of fact the actual sources 
of United States funds have not been those that you have described. The 
actual sources of United States funds are set out in table 5 of the Foreign 
Exchange Control Board Report at page 21, which shows that of the $1,100 
- million increase in our liquid reserves during the war period the great bulk 
was accounted for by increased American holdings of Canadian securities, and 

increased sales by Canadians of American securities. In other words, the bulk 
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of the increase in our liquid reserves was not due to an export surplus, not due — 
to a surplus in the export of goods from Canada, but it was as to transactions 


on capital account. 


Q. Well, the board itself does not exercise any control over that movement, a 
but regards itself rather as bound to take up any offerings of American capital a 
which may appear desirable in upholding the exchange rate?—A. The position is _ 
that in order to maintain a stable exchange rate the board has to be prepared to — 
buy and sell exchange at fixed prices. The actual transactions for which the board - 
is prepared to provide exchange and the actual transactions in respect to which the 


board is prepared to accept offerings of exchanges constitute the exchange 
policy of the government and that policy may be varied from time to time. As 
things stand at the moment the Board is prepared to buy and sell exchange in 
respect of all current account transactions. It is also prepared to buy dollar 
exchange in respect to capital transactions, that is the sales of securities abroad. 


It is prepared to sell exchange in respect to certain types of capital transactions, — 


in cases where Canadians wish to engage in direct productive investment abroad; 
but it is not prepared to sell exchange in respect of other types of capital transac- 
tions, for example, for the purchase of marketable securities or for the mere 
transfer of funds abroad. That roughly is the exchange policy of the govern- 
ment at the present time as administered by the Foreign Exchange Control 
Board. That also might vary in certain respects from time to time. 

Q. Well then if you are prepared to facilitate the transfer of exchange on 


securities, something of that kind you say, results in investors increasing holdings 


of American exchange resulting very largely through the purchase by Americans 
of Canadian securities, is there not going to be confusion—A. I am sorry, I did 
not get that. 


G I understood you to say that you would not sanction such transactions in 


future. Then I cannot see why it should be so undesirable to have a limit on 


the amount of exchange you can hold.—A. There has been no change in policy. © 


Let me put that this way, that none of the policies which have been operating 
during the last few years have been altered in any material respect; therefore 
there is no reason to believe that so far as the foreign exchange control regula- 
tions and procedures are concerned the increase in our exchange holdings which 


has gone on during the last couple of years has now come to an end. There 


may be other reasons which are quite disassociated from foreign exchange control 
regulations or procedures to anticipate changes in our balance of payment. But, 
as I indicated before in reply to the general questions from Mr. Fleming, that 
involves conjectures of very unpredictable items on both the current and capital 
account, and it is the difficulty of making these conjectures which makes it 
appear to me to be quite impractical to set any limit on our holdings of exchange. 


The CHAIRMAN: Have you finished with your questions, Mr. Fleming? 


By Mr. Fleming: 

Q. I do not know if this information has been given before, but I will put 
my question very briefly: what is the rate on the purchase and the sale of Ameri- 
ean currency set by the board or by the minister?—A. When you refer to 
American currency— 

Q. All right, we will say the rate you have been applying all through the war, 
$1.10 on sale, and $1.11 on purchase -—A. That was set by the minister. 

Q. It was set by the minister and simply applied by the board’ —& That is 
right. 

Q. Did the board advise the government as to the rate ib be established? 
ai No, sir. 

Q. The board does not concern itself, I take it, in that respect with more 
than administering the exchange according to the rates set by the government? 
—A. That is right. 
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a3 eh oath ee e I aid the other day, the government in making 
lecisions on matters of that kind consulted financial advisers; the deputy 
2 ni ‘ister of finance, the Governor of the Bank of Canada and experts of the 
forei ign exchange transaction side, gentlemen such as Mr. Rasminsky here; 
but the decision is a decision of the government, was such in September, 1939, 
when a foreign exchange control was established, and the revaluation which 
“ay made a week or two ago was a decision of the government and not of 
the board. 

Mr. Harkness: Following what I said a while ago about this being an 
a: aes rate of exchange, the government sets this rate of exchange and then 
the exchange control board supports that. price by buying and selling American 
ollars for exchange, and in so doing what you might call the natural laws 
supply and demand are disregarded as long as it can be disregarded, and 
a when it can no longer be disregarded there is a sudden switch up or down. 
Is that briefly the situation? 

_ Mr. Srewarr: Who establishes the rate of exchange? 

_ Mr. Harkness: Just a minute, Mr. Stewart; I want to get an answer to 
that question. 

The Wrrness: The exchange rate under the exchange control system repre- 

sents from time to time the government’s anticipation of the appropriate rate 

for exchange transactions. It is forward looking as well as backward looking. 

If changes occur in underlying factors, such as price levels abroad, or foreign 

7 exchange holdings—a whole variety of factors—it may cause the government 

from time to time to alter its views regarding the anticipated course of events 

and consequently regarding the appropriate exchange rate. When the govern- 

‘ment alters its views it instructs the board to. buy at such new rates as it 

- may decide. 

- -Mr. Harkness: And it all comes down to this, that the rate will be main- 

at at the established point which is set as long as it possibly can be held 

5. there. 

‘Hon. Mr. Axssotr: Not necessarily, no. 

; Mr. Harkness: But, as economic conditions force it away from. that 

- you get a sudden rise or drop. 

4 Mr. Irvine: And that sudden rise or drop would be determined by economic 

~ conditions. 

_‘~Mr. Macponnexu: That is right, inevitably. 


Mr. Harkness: What I am getting at is this, that it is the natural economic 
Ec laws which determine this in the long run. This foreign exchange control is 
-set.up for the time being, but in spite of that we are bound to have these 
~ material changes up and down. 
x Hon. Mr. Assporr: You know, Mr. Harkness, the purpose of exchange 
control was to attempt to insure relative exchange stability amid abnormal 
' conditions. That is why it was brought down in September, 1939. That is 
the way it is being done today. The average citizen who is producing and 
selling goods is more interested in a stable exchange rate than he is in a rapidly 
fluctuating one which would enable speculators to make substantial profits; 
and the government felt, rightly or wrongly in 1989, and still feels that condi- 
- tions are such that exchange control in some form: must be continued. 
Mr. Harkness: I am not arguing that, Mr.- Abbott; I was simply asking 
the question if this essentially was not what was happening and going to 
happen. 
_ Hon. Mr. Assorr: But you wanted to know what appreciation the govern- 
ment had of what should be the exchange value of its currency unit, for the 
; _ safeguards placed on it. You are setting up a government agency to adminsiter 
that process. 
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Mr. Harkness: Now I am getting an answer. 


Hon. Mr. Assorr: I am sorry ; I thought everybody lied that; it is 7 
pretty elementary. i 

Mr. JAcKMAN: Might I ask the minister (Hon. Mr. Abbott) if tne chief — 
purpose of this exchange control is to permit our importers and exporters to — 
have a fixed rate for buying and selling on foreign exchanges so that they ~ 
will not have to worry about small fluctuations? Is that the chief purpose © 
of this? I should think that, whilst it is very beneficial and very pleasing 
for business men to have such assurance, it would be the very least of the © 
reason for this bill. 


Hon. Mr. Apsorr: There are other reasons for it, for exchange stability. 
One is to ensure an exchange rate which will continue relatively stable; the 
other is to ensure—Mr. Rasminsky will correct me if J] am wrong, because 
I am perhaps a little bit out of my field, so to speak, in discussing this—the 
second purpose is to ensure that our foreign exchange resources, are utilized to 
the best advantage. 


Mr. JAcKMAN: That is the chief reason, I should think. | 
Hon. Mr. Assorr:.It is the principal reason. 
Mr. Srewart: Are there many free exchanges in ‘the world today ? 


The Witness: No, sir; there are practcally none other than the United 
States dollar; and the United States itself has been operating a sort of exchange 
control system for the control of moneys other than their own. Thier exchange 
control system is the Foreign Funds Control, which as you. know has resulted — 
in the blocking of certain foreigners’ balances in American banks. But the 
answer to your question is that apart from the United States, and with that 
qualification, there is now. virtually no important country in the world which 
is not operating an exchange control system. 

Mr. Furmine: May I ask this question: is the revaluation of the dollar’ 
in terms of gold under contemplation? | 

Hon. Mr. Axpsorr: That, of course, is the purpose of the clause, that is 
where the government is contemplating the revaluing of gold, which means a — 
changing of the exchange rate. I do not know that that is a question I should — 
answer. I should say that so far as I know the government does not, but it — 
is like a lot of other things related to exchange; our actions are controlled — 
naturally by the rates in the United States. 4 

The CuairMan: Subsequent to the amendment which Mr. Jackman has 4 
suggested to subsection (2) of section 7, ahd which the minister is going to ’ 
take under consideration, may we carry sections 5 to 9? | 


Mr. Jackman: No, they are not carried. There are a lot of problems 
arising out of this section relating to the techinque of the Act which are very 
important. 

Mr. Buackmore: Louder, please. 

Mr. JAckKMAN: There are a great many. questions. which you, Mr. 
Blackmore, would appreciate as much as anyone on this committee. They have — 
to deal with the development and operation of this fund, with the techniques 
of the Act. I think once we get them straightened out in our minds it will not — 
be so difficult as the chairman may think to deal with individual sections. 
It is not so important to make numerical progress at this stage as it is adequately 
to understand everything involved by way of techniques and principle and so on. ~ 
I think he will find he will make good progress in due course. 

The Cuarmman: That was not my thought. My thought was that the 
same question by four different members of the committee and asked by each 
of them at least four different times, and I felt that we wanted to get under way. 
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are JACKMAN: There were koxerad questions that were taken up by 
ne Ba hers to which we have not yet received answers. Mr. Macdonnell asked 
a little while ago whether or not the Canadian economy was better off by 
reason of having occasional and drastic changes in exchange rates than having 
‘gradual week to week minor changes which foreshadow—economic trends. 


» The CHARMAN: That question has been bandied about for the last’ hour. 
Mr. JAckMAN: And it has not been answered yet, Mr. Chairman. — 
The CHarrMan: I know. 


Hon. Mr. Apporr: Mr. Rasminsky is here as an officer of the Foreign 
Exchange Control Board which is the administrative agency of the govern- 
ment, and while ng is willing and glad I think to oblige members of the 
“committee with such economic knowledge as he has, I do not think that he should 
e expected to deliver lectures on banking and currency to this committee or to 
P eXpress his personal opinions on what may well be matters of high government 
F policy. He has gone a long way towards doing it and he has done very well, 
but that is surely a matter which is a matter of opinion; opinion, pure and 
simple; and all that Mr. Rasminsky can give you, Mr. Jackman, is his own 
personal opinion. 3 

' Mr. JAckman: That is what I am asking. 

© . Hon. Mr. Assort:, That is all he;can give you. 


Mr, Jackman: We as members: of the House are entitled to. the best 
information available. If the minister wishes to give his opinion, of course, 
we can take it for what we consider it to be worth. However, I should like 
to ask Mr. Rasminsky whether or not the question which I put to him can 
_ meet with an answer from him. It is a matter of his own personal opinion 
' which he can give. Does he think it better for Canadian economy to be 
subjected to these violent changes in rates such as we have just had, or does he 
think the country would prosper better, it would create more employment—I 
am speaking particularly of the gold mining industry—if the exchange rate 
were allowed to take a normal course. Having cited the mining industry, you 
know very well they have gone ahead with plans based on a 10 per cent 
' exchange rate; they have engaged men to work for the full season; they have 
- made contracts and wage agreements; they have contracted for a month in 
~ advance, even for the winter months, getting supplies in now that they cannot 
_ get in over the frozen lakes in the winter months; then all of a sudden they find 
_ without warning that the 10 per cent premium which has represented in many 
cases a whole margin of profit, has disappeared overnight. And now, if we 
had had a normal working of these economic forces which the government 
- cannot change, eventually they have knowledge of them, they would have 
- found in my humble opinion at least that the American dollar and their price 
_ on gold do not command a 10 per cent premium, they would have had a 
warning. Now, I am asking for a personal opinion. If Mr. Rasminsky cannot 
give it to us, or is not permitted to give it to us perhaps we could get it from 
somewhere else. This committee is certainly entitled to the information it 
_ believes to be useful in forming its opinion as to whether or not this Act is one 
which will improve employment, which will lead to a greater Canada, or one 
~ which will lead to a lowered economy and to a lowered standard of living than 

would otherwise be the case. 
_- Hon. Mr. Asporr: And Mr. Jackman has made a very fine political 
; Béséch which may be interesting, and to some members even funny; but I think 
that the question which he has asked Mr. Rasminsky—I have lost track of 
just what it was—is an improper question to ask one in Mr. Rasminsky’s 
. thie because while the question purports to elicit information, in effect 
t seeks to give it. The whole tenor of Mr. Jackman’s remarks is, of course, to 
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indicate that he wants the witness to say that the aestet which jas been ‘ollowed’ 3 
of revaluing on a 10 per cent basis is not in the best interests of Canada’s | 4 
economy. Bt 
Now, if Mr. Jackman wants that evidence to be given to the committee, hes : 
could see that a witness who is not a Foreign Exchange Control Board official 
should come here for that purpose. I suggest that the question is an mero 4 
one to ask of Mr. Rasminsky. 4 
Mr. JackMAN: The members of this committee will know that the minister 4 
attempted to thwart my question. : 
Hon. Mr. Assorr: The question is obvious enough. There is nothing obscure — 
about your question. I made the simple statement before you made your long ~ 
political speech, that I thought it was an improper question to ask this witness. 
Mr. JAcKMAN: I appeal to the members of this committee whether it is of 
interest to them to know how it is best to run Canada’s economy. We have had 
an expericene here recently. The point is whether our economy is better off when — 
natural economic forces are allowed to take their natural course. Is that a_ 
question which we should have answered? I think it is. And if Mr. Rasminsky — 
is in the unfortunate position of not being able to give his. opinion, which we — 
value highly because he is a gentleman who has been concerned in these matters — 
not as a side issue—as most of us are. So, I say to the committee, are we entitled — 
to have information or are we not. If Mr. Rasminsky cannot give it to us, we — 
should have someone else before us. I move that Mr. Rasminsky be asked to ~ 
express 4g 
work would be created by these drastic changes, or whether the slow foreshadow- — 
ing working of economic laws through gradual changes is. better. 4 


The CuarirmMan: I think in fairness to Mr. Jackman that Mr. Rasminsky & 
should indicate whether he believes he should answer this question or not; and — 
then let us get on with the next item. 3 


Mr. Jackman: I think that is not fair to Mr. Rasminsky. His acting min- ~ 
ister has said to him what he wants. I also take exception to the acting minister’s — 
suggestion that I was attempting to ask a leading question and attempting verb- — 
ally to put words into Mr. Rasminsky’s mouth. I intended nothing of the sort. — 
What I was speaking was an honest opinion so that we, with our humble back- — 
ground, might be guided to some extent by a man who is in a position to know — 
something about these matters. : 


The CuatrmMan: You have pretty well expressed your opinion, Mr. Jack- | 
man. I think that the minister and every other member sitting around the table — 
has the right to express his opinion as well, but I think we ought to ask Mr. — 
Rasminsky now whether he would care to answer the question, and then we could ~ 
take his answer. The question has been put to him a dozen different times. é 


Mr. Fiemine: Mr. Chairman, on a point of order? 
The CHarrman: Yes, Mr. Fleming. 


Mr. Fiemine: I think it would be embarrassing and I do not think it is fair ~ 
to Mr. Rasminsky to leave to him the decision as to whether he ought or ought — 
not to answer the question. I think it is a matter for the chairman’s ruling and — 
the committee’s decision in the last analysis. I take it that the reason the min- ~ 
-iser has given for his objection to the question being answered by Mr. Rasminsky — 
is that he feels that Mr. Rasminsky is being invited to pass judgment on govern- — 
ment policy which was involved in the decision of ten days ago. If so, I agree — 
that it is not proper to ask an official to pass judgment on the government. But — 
I would like to ask your consideration on this point: Mr. Jackman’s question — 
was of a general nature. It was not, as I interpret it, directed to that particular — 
situation. He did not single that out. He did not mention it. As a matter of — 
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fact bet, he asked if, in the opinion of the witness, it was pesternnle 3 in the interests — 
andian economy, whether there should be from time to time these situations 
istic changes in the exchange rates, or whether it would be better to leave 
“th these rates, over a period of time, to be changed by the natural working of econ- 
omic laws. If that is a fair interpretation of Mr. Jackman’s question, then I 
_ think it is a proper question. 

Hon. Mr. Assort: If all Mr. Jackman’s question means is this: is it better 
to have foreign exchange control or is it better to abandon it and leave exchange 
P _ relations to the free play of the market, in the opinion of this witness, I suppose 
JI could not take serious objection to the question, although it would imply a 
eriticism of government policy, of which government he is a servant; because 
_ that government has decided by the mere fact of presenting this bill that contin- 
ued exchange control is necessary. So it seems to me that I must say that any 
way you put Mr. Jackman’s question, if the witness is to express an opinion— 
: - unless it be one that the government policy is sound—he must criticize it, because 
~ he must do one thing or the other. 


4 Mr. MAcponNELL: Might: I get in on this. Let me have a shot at asking 
_ this question. Perhaps it would satisfy Mr. Jackman. I do not think Mr. 
- Rasminsky should be asked to say whether he should answer the question or 
not. What I asked was this: whether it was possible, within the four corners, 
whether Mr. Rasminsky thought it was a feasible way of operating the board. 
- I intended my question purely as a theoretical one; whether it was possible 
to operate, whether the board could appraise actions from time to time, in 
- such a way as to make small changes which would approximate more to what 
_ did happen when the market was operating free from these foreign convulsions. 

I think you will recall what happened in 1925 and 1931. Is that a fair 
question, whether it will be possible, looking to the future, to have it dealt 
with in that way or to leave it at that? 


The CHarrMAN: I would think that the question, in the form in which 
Mr. Macdonnnell has put it, would be more objectionable than in Mr. Jackman’s 
_ form. But I still think that Mr. Rasminsky is quite capable of stating his 
opinion as far as he believes he should go. I am going to leave it to Mr. 
_ Rasminsky. 

Mr. JACKMAN: May I just say a word before he answers. I think that the 
minister is altogether too apprehensive politically. 

The CHatrMAN: I do not think anything is to be gained by talking that 
way. You are not even fooling yourself, Mr: Jackman. 

- Hon. Mr. Assorr: No; but when you speak in the banking and commerce 
~ committee about a greater Canada, I am all in favour of that; but it has 
not very much to do with foreign exchange control. 
4 Mr. JACKMAN: It may be but there still may have been very good reasons, 
on other accounts, for changing the rate that we did. 
a The CHarRMAN: On an open market, fluctuations may have been much 
wider. 
! Mr. JAcKMAN: I suggest we are all speaking the truth in this matter. I do 
not think that polities have very much to do with it. 
Hon. Mr. Assorr: They should not have. 

Mr. Mayuew: You are suggesting that we have had violent fluctuations 
in the exchange. We had one violent fluctuation due to a number of circum- 
= stances. This has been kept now from 1939 to 1946, seven years. 

Mr. JAcKMAN: A businesman in this country— 

d Mr. Isnor: I could not hear Mr. Mayhew. Would he complete re ines 
ment, please. 
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Mr. JAcKMAN: I thought that he had finished. id 
Hon. Mr. Assorr: Your interruption took away part of his ‘remarks. 


Mr. Mayuew: Mr. Jackman is leaving the impression in this committee 4 
that there had been frequent and violent fluctuations and that they would — : 


continue, when, as a matter of fact, we have had a steady foreign exchange _ 


now since 1939, up to July 1946. So why give the impression that we cannot ; 


control it from now on. 


Mr. JAcKMAN: If my question was not perverted so much, it would ee a 
extraordinarily simple. Mr. Macdonnell’s question was whether or not it was : 


better for Canadian economy to have foreign exchange, or better to have 


gradual changes such as take place in a free market. When Mr. Ilsley made q 


his announcement, I saw one of the senior ministers of the government and [ 
discussed it with him. My final rejoinder was: that businessmen are trained to 
read and interpret economic events, but they cannot read what is going on in 
a minister’s mind. 


Mr. Fuemine: And can the minister? 

Mr. Macponneiu: Not always, anyway. 

Hon. Mr. Assotr: No comment, Mr. Chairman. 
Mr. Irvinn: Mr. Rasminsky, wouldn’t it) be— 


Mr. Furemrine: I have a suggestion to contribute. I think we would 
probably get further ahead, if we adjourned now. | 


Mr. Irvine: I second that: 
The CHarrMAN: Shall we adjourn until 8 o’clock? 
The Witness: I would like to allay any misgivings on the part of those 


who thought I was being subject to some pressure from the minister not to _ 
answer. I would remind the members of the committee that. upon each ~ 


occasion during the course of these hearings when the question of the exchange 
rate has been raised, I have declined to answer on the ground that it is a matter of 
government policy upon which it would be inappropriate for me to comment. 
Whatever may be the specific form of the question put to me, it is perfectly 
clear, in the light of the discussion that has taken place, that it would be 
construed as a comment on the recent action of the government in exchanging 
the exchange rate. It would therefore be inappropriate for me to answer. 

The CHARMAN: We shall adjourn now until 8 o’clock. 

Mr. Haznn: I think we should call some experts to give evidence before 
this committee before we pass these sections which you have asked us to pass. 


The CuarrmMan: You may have the floor at 8 o’clock when we re 
Mr. Hazen. 


The committee adjourned at 5.55 p.m. to meet again at 8 p.m. tonight. 


EVENING SESSION 


The Committee resumed at 8 o’clock. 


The CHairnman: While we are all in good humor shall we carry sections 
5 to 9? 


Hon. Mr. Apporr: With the exception of the amendment that is going to 
be considered to section 7, subsection 2. I have a suggested amendment here 
but I had better get the lawyers to look at it. 


The Cuarrman: Allright. Now we come to foreign exchange control board, 
constitution and administration. 
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-- Mr. Jackman: The main question, of course, remains unanswered, but 
we did have the statement twice by the witness incidental to answers to other 
questions that outside speculation—speculation was the word he used—might 
_ interfere with the operations. I have just forgotten the exact questions which 
were then under discussion. I know what it was. It was in regard to publication 
_ of the annual report in early time, that that might lead certain people to know 
_ Canada’s position in regard to the fund and might cause them to take certain 
~ actions which I believe are characterized as of a speculative nature. Having 
_ read this bill over very carefully one might have thought—and I am sure many 
_ members of the committee would think—that complete control was in the hands 
_ of the board in regard to our own currency. JI wonder if the witness would be 
good enough to say just what speculation and by whom he fears influence on 
' Canada’s dollar? pag 


4 The Wirness: I can give one or two examples of it- The board can, 
_ through granting or refusing to grant permits, control the type of foreign 
- exchange transactions that take place. It cannot, however, control the timing 
_ ofthe transactions. The timing rests with the individual applicant. An importer 
of goods who anticipated a certain movement in the exchange rate might, not- 
_ withstanding the existence of exchange control, prepay, pay promptly or delay 
in making payment for his imports. | a} | 


By Mr. Jackman: 


Q. But you can hardly call that speculation?—A. Well, I have called’ it 
speculation. 
Q. But you have never used the wrong word for the wrong idea heretofore. 


The CuarrmMan: The customer might think it was the right idea. 


- The Wirness: I referred to that as speculative activity, and though I 
certainly am willing to be corrected in the misuse of language, if an importer 
or exporter or anybody is influenced as to the time at which he will make 
payment for a normal transaetion on account of some consideration that the 
exchange rate may change then I do call that speculative activity. 


By Mr. Jackman; 

Q. May I suggest that we were discussing the tabling of the report of the 
board. That was hardly, and I can scarcely concieve it to be, the type of thing 
you must have had in mind when you referred to the danger of someone seeing 

_ the state of the fund in a period less than six months after the actuality leading 
to certain speculative operations. After all the operation you have just outlined 
is a perfectly normal one which any business man would endeavour to exercise 
his best judgment upon, and the sum total of them would not be great nor is it 
- something that we would describe as. nefarious, if you like. Is there any 
possibility of strong speculative influences being brought to bear that cannot 
be corrected by the present Act? Is it deficient in that regard because, as you 
- suggested, a person seeing this report shortly after the end of the year might 
he able to guide his activities with ill effects on the economy. That is what I 
- took from your answer and you mentioned speculation twice in that respect, 
- but I think it went far beyond.the normal covering of commitments on the 
- eurrent account. I think to me at least. it had to do with capital account trans- 
actions. It might even have savored of hot money transactions. Are there any 
_ possibilities of speculative activities having an influence on the Canadian dollar 
~ which are not controlled now in the bill under discussion?—A. I think the 
combination of the controls provided in this bill with the delay which is envisaged 
in the publication of the figures relating to the board’s exchange position _ 
_ provide all the essential safeguards that are needed to control speculative 
activity. ‘ 
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Q. Is is a pretty ironclad controlled dollar that we are ae ae under. thi oF 
bill? : oo at 

By Mr. Macdonnell: a 
@. You spoke a moment or two ago that you could annie it’ pretty well be 4 
the granting or refusing of permits to importers or exporters?—A. Excuse me, 
I do not think I could have said that control would be exercised on importers . 
or exporters. If I did say that I was certainly mistaken because I previously — 
testified that the board in fact does not control imports or exports of goods. — 
What I had in mind, of course, was through the granting or withholding of — 
permits involving capital transactions. 

@. I see. JI misunderstood you. 

The CuarrmMan: Mr. Hazen, while the committee has carried the sections 
down to and including section 9 I promises you you would have the floor. 

Mr. Hazen: There is one question I was going to ask about section 3. 

It was not quite clear to me. Does that deal with Crown companies? 

The CHatrrRMAN: That goes back to yesterday. 


By Mr. Hazen: o 

Q. I just wanted to ask what that section means. Does it refer to Crown — 
companies or what is it? I do not understand it.—A. Section 3? | 

Q. “His Majesty is bound by this Act”, and so on. What does that mean?> = 
Does it refer to Crown companies or what does it mean?—A. ae Tarr will 
answer that with your permission, Mr. Chairman. 

Mr. Tarr: Under section 16 of the Interpretation Act “no provision or 
enactment in any Act shall affect in any manner whatsoever the rights of His — 
Majesty unless it is expressly stated therein that His Majesty shall be bound — 
thereby.” This bill is intended to apply te the Crown in all its aspects, 
therefore this provision is put in. 

Mr. Hazen: What you have in mind there would be Crown companies, - 
that sort of thing? : 

Mr. Tarr: Crown companies would certainly be ineluded as “residents” 
for the purposes of this bill as well as provincial governments and departments 
of government. 


Se ee eT ere ee 


By Mr. Hazen: 

Q. There is another point on which I am not quite clear in connection with 
section VII. I might put it this way; is it a good thing to let the Minister of ~ 
Finance under our form of government have the power to make advances — 
from time to time out of the consolidated revenue fund to any other accounts — 
standing in his name—or to accounts standing in his name, I suppose I should . 
put it—without a special vote of the House of Commons? Now, that has a 
reference to section VII. Can you tell me this, did he have power of this kind 2 


prior to the war; was power of this kind ever exercised by the Minister of 
Finance prior to the war?—A. In order to answer that question I will have 
to run over again the ground that I covered in attempting to answer the — 
question before the dinner recess. The power did not exist before the war 
because there was no occasion for 1t. 

Q. There was no occasion so far as exchange was concerned, perhaps I~ 
should say in so far as the objects you have in mind are concerned; but I 
thought possibly that in some other connection a similar provision might have — 
been put into some other Act.—_-A. That may be the case, Mr. Hazen, I do 
not know. I do not know of any other Act in which the Crown has been 
given authority to make advances— : 


a 
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The eae Is that all you Weibel to know, Mr. Hazen? 


The Wrrnuss: I mean, without a monetary limit being fixed. 

ES: aes 'The point of the power of this kind is, of course, that the advances are 
_ made from one pocket of the minister to another pocket of the minister. The 
assets which are acquired by the minister remain the property of the minister 
| Pe they can only take the form of foreign exchange. 

_ ~~ Q. I think you mentioned before dinner something about this, there was 
some discussion as to why there should be anything like this in the Act.—A. I 
said before dinner that I had heard it stated that it was not in fact necessary 
_ to make special provision for advances from the consolidated revenue fund 
to the special exchange fund in the name of the Minister of Finance, but 
that view of course has not been upheld since provision is made for such 
advances in this measure. 

> Q. We have books by authorities on matters of this kind, for instance there 
is Nelms on Parliamentary Grants, and other technical books, and authorities 
of that nature that I am not I must confess very familiar with, but they are 
x in the library. What I have in mind is this, if this is the right thing to do, 
_ to say to the minister you can transfer any sum you like from the consolidated 
e. revenue fund to any other fund without. getting specific authority from the 
- House of Commons. I am not an authority on this, but it does seem odd to 
me. It seems to me to be reducing the power of the House of Commons and 
putting more power into the hands of the executives. 


Mr. Tarr: Mr. Hazen, one particular case which I happen to recall is, in 
the Harbour Boards Act where there is power for the government to make 
advances to Harbour Boards for working capital purposes. There is a 
maximum limit stated there. JI do not think that the principle of giving the 
minister or the government power to advance funds to any particular branch 
of the government is a new principle. The only new feature of this provision 
is I think the absence of any overall limit. 
Mr. Hazen: I am not speaking as an authority, I am just asking for 
information. There should be a special vote, as I see it. | 


The CHatRMAN: Does that cover the questions you wanted to ask, Mr. 
_ Hazen? 


Mr. Hazen: I wish I could have an answer. 


< -Mr. JAckmMan: Perhaps the minister doesn’t want to answer this: would 
_ the minister tell us this, whether the money which is used for the fund must 
first of all be appropriated by parliament. In other words, the Minister of 
- Finance in his budget remarks said that in addition to the ordinary budget 
__we would have to provide eash for certain active assets among others being 
grants or advances to the Foreign Exchange Control Board of unstated millions 
of dollars. And now, does the minister in his estimate, supplementary or 

3 otherwise, have to say how much he can draw from the consolidated revenue 
fund in the form of unstated amounts for the use of the Foreign Exchange 
Control Board? 


= Hon. Mr. Assorr: I will have to inform myself on that. I will take that 
, yy “up with Mr. McIntyre, Comptroller of the Treasury. Like Mr. Hazen I am 
not conversant with what the constitutional position or the law is with respect 
- to that particular question and whether we have to have specific authority 
or whether there can be statutory provision as is proposed by this bill. I cannot 
say as to that without informing myself. I think perhaps it would have time 
if the committee will allow me to do that and give the committee the answer 

— tomorrow. 
Mr. JacKMAN: Involved in that arises the question as to whether or not 
there should be any consideration as to the amount of any particular currency 
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> 
oa — 


a 


114 STANDING COMMITTEE 


held by the fund. I think Mr. Fulton brought that up. The answer is here a 


could not be any restriction as to the amount of any particular currency. 
The fund has so much capital to work on. It is not unlimited capital as we 
understand it, the Minister of Finance to the contrary. It is.a certain amount 
of capital and the board can invest that capital in one currency or another 


as 1t sees fit according to the tenor of the times. Isn’t that so, Mr. Rasminsky? _ 


The Wirnuss: The capital resources of the fund apart from any original 


resources of reserve funds within the exchange fund will consist of advances 


which the minister may make from time to time. As to the ways in which these 
resources of the fund may be invested, those are set out in section 5; subsection 2. 

Mr. JACKMAN: Just in regard to the general position of the government on 
the board, the board is not as independent as the Bank of Canadia of the govern- 
ment; or, does the government run the Bank of Canada in-all respects, dictate 
policy to it? I was rather under the i impression that the bank, while ultimately 
probably subject to the control of the treasury; carried out its ‘operations pretty 
well under its own administration of policy. Am I ineorrect in that? Is the 
bank just a servant of the government? It is a separate corporation and does 
not report the same as other corporations do. Mr. Tower’s report to the minister 
is not “your humble servant” the: way most of the departments put it. It’ is 
on a quite different level. I wonder if you would straighten us out on that and 
tell us whether or not the board is the same as the bank, or exactly what its 
relation to the government is. 

Mr. JAcKMAN: In the same way as the Bank of Canada? 

Hon. Mr. Assorr: I can answer that. Section 4 of the Act points out: clearly 
that the board is directly responsible tc the minister and subject to: his direction 
as to matters of policy. It is an administrative branch of the Ministry of 
Finance. That is what the Foreign Exchange Control Board is. 


Hon. Mr. Apsorr: No. The Bank of Canada is not in that position. I am 
not sufficiently familiar to tell the committee just what the relation is between 
the Bank of Canada and the government; but the Bank of Canada, as you 
pointed out (Mr. Jackman, is a separate corporation governed by the Bank of 
Canada Act. I suppose the answer to that, could be obtained either from the 
governor of the Bank of Canada, or in the Act. 

Mr. Jackman: This savours more of government than does the bank itself. 

Hon. Mr. Assorr: I would think so. 

Mr. JAckMAN: I am just. curious; that is all. 

Mr. QugetcH: Before we leave fiat Mr. Chairman, there is: one Guesiaoa 
I should lke to ask. During the war the Bank of Canada was relieved of the 
responsibility of maintaining a minimum reserve ratio of gold or foreign exchange 
to discharge its liabilities. Will that be closed from now on in connection with 
this Act? 

The Witness: Section 71 of this bill, subsection (2), provides as follows:— 

Notwithstanding anything contained in section 26 of the Bank of 
Canada Act, the Bank of Canada shall not, unless the Governor in 
Council otherwise provides, be required to maintain a minimum or fixed 
reserve ratio of gold or foreign exchange to its liabilities. 


The CHaAatrRMAN: We now come to Foreign’ Hecate Control Board, 


constitution and acaatistrationulcaetion 10: 


By Mr. Fleming: 


Q. There is no change in the constitution of the existing board dhtettelt 
lhere?—A. There is no major change. I was going to ask the chairman whether 
he would like me to summarize the main features “ this section, as I did with the 
others. aye 
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of The CHAIRMAN: I think it would be syed to cover sections 10 to 17. 


gg The Witness: Yes. Sections 10 to 17 provide for the administrative 
| preaizaton of dg control. iceegeaaat ee the peer oe 


a ibn ic and apenate the ahakoe fusid <ououky Section Ly names ce members 
a of the board. 7 


By Mr. Stewart: 

Q. Could you tell us, Mr. Rasminsky, what offices of the board now exist? 
In what parts of Canada ‘do offices of the Board now exist? 
~~ Mr. Fremine: Would it not be better, Mr. Chairman, to let Mr. Rasminsky 
complete this review and come back to the questioning later? 

Mr. Stewart: I thought we were going to do it section by section. 

Hon. Mr. Azsporr: I understood we were doing it in groups of sections. 

The CuairMaAn: I suggested that we cover sections 10 to 17 inclusive. 

Mr. Stewart: Oh, I see.. That is all right. 

The Witness: Section 12 requires the Bank of Canada as fiscal agent for 
the government to act without charge as technical adwviser, agent and banker 
of the board and to provide the board without charge with staff, premises, office 

supplies and equipment required by the board. 

Section 14—and I think it will be a little clearer if I change the order of the 
sections a bit—appoints the Bank of Canada and the Canadian offices and 
branches of the chartered banks as authorized dealers to deal in foreign exchange 
and act on behalf of the board, 

Section 17 authorizes payment out of the exchange fund account of such 
-remuneration to the authorized dealers as the Governor in Council may prescribe. 
At present that remuneration is fixed by the board with the approval of the 
Minister of Finance. 

Going back, section 15 appoints customs officers agents of the. board to con- 
trol exports and imports for the purposes of the Act and appoints postmasters 
agents to control exports and imports and to issue money orders payable in 
foreign currencies. 

Section 13 requires that the cost of administration of the Act, with the 
exception of expenses borne by the Bank of Canada and the remuneration of 
authorized dealers, shall be paid out of moneys provided by parhament. At the 
present time all the expenses of the administration of exchange control are - 
~~ covered out of the exchange fund and that provision provides an annual oppor- 
tunity to parliament to review the operations of the board. 

Section 16 authorizes the board to appoint other authorized dealers or agents 
to assist in the administration of the Act. 


By Mr. Fleming: 

Q. Mr. Chairman, I come back to my original question. Is there any 
provision made here for any change in the position or organization of the board, 
or is this in effect a continuation of the existing board in all respects without 
change?—A. You are referring to the position of the board? 

@. Yes, the personnel and administrative set-up—aA. Yes. subsection (1) 
of section 11 designates by title the members of the board who will be members 
of the board by virtue of the office that they hold. Subject to the possible 
possible appointment of alternates approved by the Minister of Finance, the 
members of the board will be Mr. Towers, Governor of the Bank of Canada, who 
will be chairman of the board; Dr.. Clark, Deputy Minister of Finance; Mr. 
Robertson, Undersecretary of State for External Affairs; Mr. Mackenzie, Deputy 
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Mr. Sim, Deputy Minister of Natoual Revenue for Cisne and Excise: The 5 
changes from the present board are that Mr. Turnbull, Deputy Postmaster 
General is substituted for Mr. Beaulieu, former Director of Administrative — 3 
Service, Post Office Department, who has now retired and that Mr. H. D. Scully, — 
now Canadian Consul General in New York and formerly Commissioner of Cus-  — 
toms, is dropped from the present board. 4 

Q. Has he been functioning up to the present time?—A. He has been “a @ 
member. He was originally appointed a member of the board when he was — 
Commissioner of Customs. He is still a member of the board. a 

Q. But I suppose he has not actually been functioning?—A. In point of fact 
he has been able to attend only occasional board meetings since he took up his 
duties in New York. a 


The CHarrMAN: Mr. Stewart, I believe you had a question. 


By Mr. Stewart: 


Q. Whereabouts in Canada are branch offices situated, or where will they 4 
be situated?—A. The head office, of course, is in Ottawa. There are branch ~ 
offices in Vancouver, Toronto, Montreal and Windsor. 


The CHARMAN: Are there any further questions? 


By Mr. Fleming: 

Q. Under section 17, what is the scale of remuneration paid to the authorized 
dealers?—A. The details regarding the remuneration paid year by year are given 
in the report of the Foreign Exchange Control Board which has been tabled by 
the Minister of Finance. The actual scale of remuneration is that the banks are ~ 
paid a commission of 3/32 of 1 per cent on all foreign exchange transactions 
which they enter into as agents of the board. | 

Q. Are there figures given to indicate what is represented in terms of total 
remuneration to the banks?—A.-The figures are given at the end of the report 
of the Foreign Exchange Control Board, year by year. 


Mr. JACKMAN: Prior to the cutting of -rates— 


By Mr. Fleming: 
Q. That is just one year. I beg your pardon. 


By Mr. Jackman: 


Q. Prior to the cutting of the rate in half, it was formerly just 1 per cent 
and now is one-half; how much was allowed to the bank under the old rate?— 
A. Some time before the spread between the board’s buying and ee rate was | 
cut to a hall, the remuneration paid to the banks was reduced from 4 of 1 per 
cent to 5 of 1 per cent. 

Q. Did it remain the same when the rate was cut in two?—A. I beg your 
pardon; Mr. Tarr has corrected me; it was after. On November Ist, 1945, the 
commission was reduced from ¢ of 1 per cent to =3; of 1 per cent. The board’ S 
spread between its buying and selling rate was reduced from 1 per cent to 4 of 1 
per cent on October 15, 1945. 


By Mr. Macdonnell: 


Q. In connection with section 11, why is not the plan followed, as in the — 
Bank of Canada, of having some directors in a business community? I would — 
have thought, in some ways, that this board would have had more difficult — 
decisions to make than would the Bank of Canada—A. I should not think — 
Mr. Macdonnell, that would be a practical scheme. The matters which come 
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to the attention of the board for decision are matters, in some cases, involving 
business affairs of individuals or corporations and considerations of the board’s 
ge neral policy. 

 Q. I am not suggesting that this board is going to deal with day to day 
Ed jetails. I assume that this board here is not summoned to deal with the 
~ details you mentioned.—A. No, but with administrative policy within the 
~ broad framework of the exchange policy formulated by the government. It 
would have cases brought to its attention for the purpose of establishing 
general policy. 

~~ Q. Doesn’t that happen every day in whatever business it may happen? 
_ For example, in the Bank of Canada, it does not seem to be any difficulty. After 
all, the affairs of companies come ‘before banks and insurance companies, so 
why not before this board in which we are so much more interested than 
in anything else. It would add to efficiency. I suggest that in a matter which 
~ is of so much concern to the business community, if there is any difficulty, it 
- would seem to be the sensible thing to do. I shoud think, that the decision 
to be made here might be just as important, perhaps even more so. 


. = Hon. Mr. Assotr: This is more of a government board or agency, in the 

game way as are the Wheat Board or the Wartime Prices and Trade Board 
e Pand some others. They are administrative boards, and it has been the practice 
_ to have them composed almost entirely of senior civil servants. 


Mr. Macponneuu: I realize that; but it seems to me that the government 
4 is playing a vastly increased part in our business. As we discussed this after- 

noon, here is a government board which is undertaking to do what was formerly 
left to the operation of the market. 


. Hon. Mr. Assotrr: Not exactly; they do not fix the policy; they administer 
government policy. 


z Mr. Macponnetu: I accept that correction. Nevarthalews I suggest that 
_ what the board does itself is very important because, after all, “the geovernment 
is not going to be reconsidering this from day to day, and T think, without 
- pressing the point further, that the actions of this board are going to be very 
- important; so if it is at all possible—I am throwing it out—I want to think 
- about it a little more myself ‘because it is a new thought to me. I would like 
- to have it seriously considered because it seems to me that however subject 
_ we are to government officials—no one thinks more highly of them than I do,— 
however able they are, it seems to me you will have different points of view 
, Be soupht | in by people who are subject, so to speak, to the play of the market 
- or to whatever aspect of it they may be engaged in from day to day. Mr. 
ee esky points out that just how these men are to be brought into this 
organization may be difficult. I do not suggest that they can take part in 
q anything except in the broad questions of policy. It may be, when I know 
the whole story, I may be convinced that questions of policy here are not 
such that you could deal with them except at intervals, although I should 
. think they would be. 


Mr. Stewart: Is it not a fact that the members of the board administering 
‘the board have no other responsibility except that of administration? It is 
- possible that a director of a bank, who is sitting on the board, might occasionally 
find himself in a rather embarrassing position. We have some sort of guarantee 
that the men on the board are completely impartial. 


Mr. Macponneiu: He might have that difficulty; and I do not think it 
would be easy to find the men concerned; but I do think that the board which 
has to control the export or import of capital is going to exercise some very 
B. Every important discretions. It has not merely to prove the bona fides of 
transactions. I would not be making this suggestion at all if it did. But it 
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does seem to me, when we come to these capital sections, unless I am all. a 
wrong, that we are going to face the fact that this board has extraordinary _ 
important powers. I do not think that the business community fully realizes 
the importance of this. I wish they did realize it a little more. . : 


Mr. Jackman: Is it not a fact, Mr. Chairman, that as the board is now 
constituted, 1t comes directly under the Bank of Canada and under the directors 
of that bank? 


Hon. Mr. Apporr: It comes under the Minister of Finance, Mr. Jackman; 
it has nothing to do with the Bank of Canada. 


The Witness: Except that the Bank of Canada is its banker. 


Hon. Mr. Asppotr: There is no legal tie between the board and the Bank 
of Canada. The board is directly responsible to the minister and it Is not. an — 
agency of the Bank of Canada in any way. 


Mr. Macponneutu:. Might I suggest, Mr. Chairman, pve: this is a 
matter which might be set aside for the moment. I would. like to think about — 
it a little further. | 7 


Mr. JAcKMAN: Well, the Bank of Canada, directors undoubtedly have a 
ereat deal to do with the question of whether we have a cheap money policy — 
or a dear money policy; and the inflow of funds of capital account and the ~ 
regulation of securities which are bought to repay that capital inflow have a — 
very direct. effect on our money policy, whether we can maintain it cheap or — 
otherwise. It seems to me that the two dove-tail and are almost better run © 
concurrently than run separately. i 

: 


The CuatrMan: Shall seetion 11 stand? 


By Mr. Rinfret: 


Q. Would you tell me exactly when it was:that Mr. Turnbull replaced ~ 
Mr. Beaulieu?—A. Mr. Turnbull has not replaced Mr. Beaulieu. The Act ~ 
provides that the members of the board shall be the office holders named in ~ 
section 11 subsection 1;:and I was asked the question, what change this would — 
make in the constitution of the present board. I pointed out that one change ~ 
would be that Mr. Beaulieu who is now retired from the government service — 
would be replaced by Mr. Turnbull. Of course under subsection 4 of section 11, — 
“each member of the board may, with the approval of the minister, at any ~ 
time and from time to time appoint an alternate to act in his place and stead — 
and the alternate shall have the same powers, when so acting as the member.” — 
If the office holders do not provide a board which is satisfactory from every point 
of view, the provisions of subsection 4, might, with the approval of the minister, 
be used to alter the composition of the board. 

Q. What was the position held by Mr. Beaulieuin the Post Office? —A. He 
was director of administration services. 

@. And Mr. Beaulieu replaced Mr. Fortier, who was chief inspector?—A. 
That is right, sir. aS 

Q. And why should that change be made now? Has Mr. Fortier gone — 
too?—A. Yes, Mr. Fortier has retired.. Mr. Fortier retired and Mr: Beaulieu | 
was appointed to succeed him, and Mr. Beaulieu has now retired. 2 

Q. Who is taking his place?—A. As chief inspector? q 

Q. Yes—A. I do not know. . I take it this is drafted in this way because © 
all of the office holders named in section 11, subsection (1), are the heads of the — 
departments concerned. a 

Q. I know that in the original order there was an exception made in the | 
case of the Post Office. Why should it be changed now? x 


Mr. JACKMAN: Mr. Scully was dropped, was he not? 
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_RINFRET: Yes, he was, but in all cases the acting deputy minister 

Robins except in the case of the Post Office where there was a chief inspector. 

Was Ethers a special reason? 

Hon. Mr. Assort: It is Bietousy desirable, as in the case of these other — 

ards, that there should be a French-speaking member of the board. 

4 f eu Rinrrer: That is my. point. 

s Hon. Mr. Assorr: We realize that. It is probable that subsection (4) 
a be used for that purpose. Mr. Rasminsky, for instance, who is the head 

the present board is alternate for Mr. Towers. 

- The Witness: That is right. 


Hon. Mr. Assorr: And alternate chairman of the board. And I think we 
will have to take it for granted that that same procedure will have to be 
Stored | in order to provide a French-speaking member of the board. 

Mr. Rinrret: I do not see why we should go out of our way, Mr. Chairman, 
3 to change the board as it is at present constituted and make it appear as if 
there would be no French-Canadian member. 
_ Hon. Mr. Asporr: I think the board is presently constituted by the name of 
the individual, not by the office which he holds in the government, and it was 
~ felt obviously in enacting the statute that it is desirable to provide in the 
eon of the board for the office which he holds in the government rather 
han to name the individual who may be holding that office to-day. The 
q situation might be met in this case, in order to provide a French-speaking 
representative, by selecting an office which is at present filled by a French- 
speaking deputy, but I think it might be better, in order to get the right man, 
that we utilize subsection (4). 


Mr. Rinrretr: With that guarantee from the minister, it is all right. 
Hon. Mr. Assotr: I have no hesitation at all in giving that assurance. 
% Mr. Fremine: Is there any department in which the deputy minister is 
French at the present time? 

| Mr. Rinrret: Not at all—not one. 

Mr. Fiemine: It can be only dealt with under that. 

Hon. Mr. Apsorr: Yes, under (4), unless you use some office. 


_ The CuHAtrrman: Section 11 will stand and sections 10, 12, 13, 15, 16 and 
ag will be carried. 
_ Mr. Hazen: Mr. Chairman, might I put myself on record? The purpose 
of this bill, as I understand it, is to stabilize exchange and have our foreign 
exchange resources used to the best advantage. Now, these, it seems to me, 
are commendable purposes. I am not a financial expert and I have no experience 
with international trade, and in the circumstances I am not in a position 
: 1 ) make constructive suggestions that will further the objects that the financial 
_ advisers of the government have in view; but what strikes me about this bill 
is this, that it has been promoted and drafted by men whose minds are so 
eentred on currency and on exchange that they have disregarded: entirely the 
I rights and liberties of the ordinary citizens of this country. I hold the view 
that the people of this country should have the right to do what they like with 
‘Vv mat they own provided they do not interfere with the rights of other people 
nC provided, of course, they pay their taxes. This bill, if it becomes law, will 
eirive them of rights they previously enjoyed prior to ‘the declaration of. war. 
i would like to give one or two illustrations that I have in mind. If I have a 
elative or friend who is in dire need and is living outside of Canada—perhaps 
in Ireland, Great Britain or the United States—and whom I would like to 
ee and who under ordinary circumstances I would be in a position to help, 
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I am not able to help that relative unless the board oan give me permission to 
help him by sending money from Canada to wherever that person. lives. ‘ 
: Take another instance. If I want to leave Canada and go to Ireland or — 
Australia or any other country for the purpose of living there for an indefinite — 
period I cannot take with me what belongs to me unless I get a permit from ‘ 
the board. I want to point out that this bill does not say when a permit — 
will be granted or when it will be refused. By this bill we are-not making a 
law that sets out when a permit will be granted or when a permit will be refused; 
but by this bill we place that power in the hands of this board or in the had : 
of the board that is being set up, and we allow them or authorize them to 
make a law in this country that perpetuates bureaucratic institutions in this 
country by that process, and I for one do not think that is right. We are the 
representatives of the constituencies from which we come and were elected to 
make the laws of this country; we were not elected to delegate our powers to a 
board of bureaucrats to make the laws for us or for the people who elected 
us as their representatives in parliament; and I regard it as most objectionable | 
that we should give these powers to the board, and I also regard it as objection- 
able that the board has the power to say to me or to the people I represent that — 
I cannot or they cannot send money to people in dire need outside of this 
country; that we are prevented, without their permission, from doing so and ~ 
we cannot go outside of this country and take what belongs to us unless we get — 
the permission of the board. Surely that is going pretty far. It seems to me that — 
we are approving the wrong kind of legislation when we pass legislation of that — 
1 
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nature. I am not trying to make any political issue out of this. There surely 
must be other members on this committee who feel a good deal the same way 
as I do about it. Surely we can stabilize exchange and use our foreign exchange 
resources to the best advantage in this country without legislation of that 
kind. Surely there must be some other way of doing what we want to do — 
without interfering with what I regard as the liberties and privileges that we — 
possessed prior to the war. I wanted to place myself on record about it, and ~ 
that 1s what I want to say. 


Hon. Mr. Assort: I take it that you are offering comment on the general | 
provisions of the bill. 4 
Mr. Hazen: I am speaking about the powers of the board. 
Hon. Mr. Assotr: Part of your remarks are_really directed to the principle ~ 
of the bill itself. Bart of your remarks are really directed to the principle © 
of exchange control. The control that is exercised by the board is exercised ' 


in accordance with laid down government policy, and the board as such is the — 
administrative agent of the government. As I said yesterday when we were 
discussing this matter, if you accept as a premise that control is to be exercised, 
in the very nature of things discretion must be given to someone in the exercise 
of that control, and the board is the instrument which the government proposes 
should be used for that purpose. So far as the sterling area is concerned, as 
you know the present policy of the government as administered by the board 
is that there is no restriction on the export of revenue or capital which may ~ 
be made to that area. . 


Mr. Hazen: That is the present policy. 


Hon. Mr. Assorr: That is true. I appreciate that, but novels that 
is the fact at the present time. The cardinal point is are we to have foreign — 
exchange control, and that has been decided in principle by the House when it 
gave second reading to the bill. The rest, of course, is a question of method. — 


Mr. Hazen: We should be astute enough to be able to have suitable foreign : 


exchange control and we ought to have draftsmen who are capable of drafting | 
a bill that would provide for the objects we have in view without interfering 
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ith - what % pee the liberties et the ordinary citizens of this country, the 
liberties they possessed prior to the war and prior to the order in council 
co. Bening into effect that dealt with foreign exchange control. 


~ Hon. Mr. Axporr: Like yourself, I am anxious to see these controls relaxed, 
but the very word “control” itself implies interference with the freedom and 
liberty of the individual to do what he would like to do. That is an unfortunate 
consequence of control. 
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" Mr. Hazen: Should we not control by the laws we, as the representaives 
of the people, pass in the House of Commons, and not by placing authority | 
in the hands of certain civil servants and letting them go ahead? - 


Hon. Mr. Apsotr: This is not placing unrestricted authority. in the hands 
of civil servants. The Act itself lays down a very clear policy with respect 
_to imports and exports of goods, which is a very important field of exchange 
transactions. The real control is exercised with respect to capital transactions, 
- and there I agree there is a very real measure of control, but it is in accordance 
_ with laid down government policy. 


® 


Mr. Hazen: Under section 25 no person shall export any propery from 
Canada por in accordance with a permit. Those are the very first words. 


— 


By Mr. Stewart: 


a Q. Can Mr. Rasminsky tell us if he knows of any case where a person 

who has left this country has been refused permission to take his savings with 
_him?—A. There have been applications on the part of Canadians to have their 

- status changed to that of a resident to that of a non-resident, and who have 

_ desired to export the whole of their property with them, which have been either 

refused or approved only in part by the Foreign Exchange Control Board. 

a Q. Were those large amounts which were involved?—-A. Were there large 
- amounts involved? 


. Q. Yes, in those cases where permission was refused.—A. The policy which 
is followed by the Foreign Exchange Control Board is to grant change of status 
"readily from Canada to countries in the sterling area, since the result is to place 
additional Canadian dollars at the disposal of the’ sterling area. Change of 

_ status is granted from Canada to non-sterling area countries in the case of 
United States citizens resident in Canada who are returning to the United 
States for permanent residence and to other Canadian residents who have 

special reasons for moving from Canada such as a Canadian woman marrying 

an American resident, elderly persons with closer family ties in the United 

F States than in Canada wishing to live with relatives in the United States and 
so on, and who do not wish to move to the Unitde States meerly for the purpose 
of exporting their capital there or for reasons of evading exchange control 

_ regulations or reasons of personal preference. In cases where change of status 

is granted the individual concerned is authorized to remove his capital from 

Canada. If the amount is substantial he is authorized to remove it over a 

_ certain period of time. 

| Q. And where permission was refused in certain cases was it because the 

board suspected there was an attempt to evade control?—A. In recent years 

there have not been a large number of cases where applications for change of 

status to non- -residents has been refused. 

‘ Q. Would you care to answer it later?—A. No, because that would involve 

a search of the boards’ files that I do not think I could undertake at the present 

time, but I think I am right in saying that there were cases in the early 

‘stages of exchange control of persons with substantial means who wished to 

leave Canada with their property and their phi a were refused. 
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By Mr. Macdonnell: | Bd ee 

Q. I was not quite clear as to part of your answer to Mr. Stewart. At 
one stage I thought you said categorically that Americans who had come here — 
and made their life here for a time were allowed to go and take their property — 
with them but as I listened to you further I gathered it was only in those certain — 
cases where you approved the reasons for going?—A. No, any American who — 
remained in Canada and who retained his American citizenship is given chaneem 
of status and allowed to take the whole of his property with him if he wants — 3 
to return to the United States. A Canadian marrying a United States citizen ~ 
and going to live in the United States is given change of status. s 


By Mr. Michaud: 3 

Q. Would a citizen of the United States ee is a non- sonidens be at bere 
to remove his investments in Canada?—-A. Yes, he could take his securities 4 
physically out of Canada. : = 
Q. The other day I happened to be discussing the case of a certain farmer ~ 
who stated that he wanted to sell his farm and go to the United States and buy — 
a farm there near a city where conditions were more favorable. Under present —~ 
policies that would hardly be permitted? I am referring to the case of a Cana- — 
dian who wanted to sell his farm and miove to the United States because lar 4 

would be more profitable there in his view——A. I would have to see the details 
of that case before being able to express an opinion, * 
Q. Is that board policy, that that is not permitted?—A. The Canadian wie q 
wished to sell a substantial amount of assets in Canada and remove to the 4 
United States?* 4 
@. Yes, wants to sell his farm for say $10,000 or $15,000 and go to the 
States and buy a farm there, can that be done?—-A. For an amount of $10,000 — 
or $15,000 if there were no other reason for going to the States, such as one of © 

the family reasons that I have mentioned, under the policies as at present — 
administered that application would probably be refused. = 
Mr. Micuaup: Yes, that is what I thought. 


By Mr. Jackman: 


@. What would be the case, let us say, of an elderly lady who had arthritee z 
or some rheumatic condition and wanted to go to California to live with certain ~ 
relatives while her near relatives remained here in Canada. Would she be — 
allowed to take her capital with her?—A. If the application were put forward | 
on the grounds of arthritis and on the grounds that the climate over there in the ~ 
southern States was better for her health than the climate in Canada, the — a 
board would get medical advice; I mean, the bona fides of the application: 4 
would be verified on medical orounds. 


Q. It would be the same as during the war?—A. The application would 4 
be submitted to those who were qualified to judge, and if the board was informed — 
that her health would benefit through a change in climate it would grant the ; 
change of status. | 


By Mr. Hazen: if 

Q. If the farmer to whom Mr. Michaud referred sold his. farm and went — 

to the United States immigration authorities and got permission to go to the — 
United States and didn’t take the $10,000 or $15,000 with him, but left it in — 
Canada, you would not stop him from going?—A. No sir. E. 
Q. So long as he didn’t take his money it would be all right for him to go. = 

A. That is right, sir; that is all the board controls, the movement of property. — 
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Be. ote Me Michaud: 

f -Q. How long would it be alane he could take his capital over to the 
Stat es?—A. You mean, by this means? 

F 8 a How long would he have to be resident in the States before he would 
be : in a position to have his money transferred over there to him? 

Mr. Fuemrne: Until you repeal this Act. 


‘The Wrrness: Do you mean before he can make a further application to 
s he Foreign Exchange Control Board? 


Mr. Micuaup: Yes. 

The Wirness: I really could not answer that. We would continue to regard 
him as a resident of Canada for Foreign Exchange Control purposes until we 
approved a change of status. It might be that after a period of time the 
policy would change or the fact would be recognized, that the man had become 
-a United States citizen. But I am afraid I cannot answer a hypothetical 
question. 


Tae Pan 


By Mr. Hazen: 

__ _Q. Suppose the farmer to whom Mr. Michaud referred sold his farm to a 
citizen of the United States and that man wanted to come up here and bring 
say $25,000 and he satisfied our immigration requirements, would you have any 
a objection to his coming and bringing his money with him?—A. You mean, the 
‘ American bringing his money in with him? 

oo Q. Yes-—A. No sir. 


By Mr. Michaud: 
Q. Then the case of this Canadian who sold his farm to the American wiio 
-eame across here and stayed in this country what happens?—-A. That is a com-~ 
pensating transaction, an offsetting transaction, but a transfer of that kind 
- would not be regarded by the board as a reason for changing its policy. 

Sy Mr. Srewart: Is the situation the same with respect to a citizen of the 
United Kingdom who comes to Canada, staying here for some time, is not satisfied 
and goes to the United States to live? 
~The Wirness: I think it is very much the same. It certainly is no less 
restrictive. 

? The CHarRMAN: Shall we go on to the next part of the bill, rates of 
a peschange? 


By Mr. Jackman: | 

~~ Q. May I just ask Mr. Rasminsky this question: it has been said that if 
_ we are to have active control of exchange we must have the whole hog or nothing, 
but is it likely that cases such.as Mr. Michaud brought up and Mr. Hazen 
would amount to sufficiently large sums that they would be really important to 
the fund? Could we not except cases like that and allow them transfer where 
they remove their person and obviously intend to change their domicile?— 
A. Yes, I think we could, Mr. Jackman; and it is a fact that there has been a 
_ progressive relaxation in the administration of these change of status applica- 
ions. A considerable number of applications for change of status are approved 
by the board and I would expect that that policy would be continued and that 
cases such as those mentioned by Mr. Michaud would be approved. 

, Q. Can you see any strong reason why we should not give it legislative 
power instead of leaving it in a discretionary point with the board? 


The CHatrMAN: Just how would you do that, Mr. Jackman? Ever since 
‘Mr. Hazen raised the point I pare been thinking it over. Don’t you think that | 
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the fact that the Canadian parliament has the right to eRe fits ie at any. oe 
time leaves the House with full power. We are not giving any power to do any-— | 
thing except to behave properly. Just the minute they misbehave and make ~ 
mistakes we have the right in our hands to correct that by amendment to the bill. ~ 


Mr. JACKMAN: It may be that we wish to attract certain people to Canada, — 
not necessarily Americans but let us say people from Europe—Great Britain; — 
and then they wish to reside here indefinitely but they may subsequently change — 
their minds and wish to go back to the United States, for let us say climatic ~ 
reasons or others, and if they see this bill in the form in which we have it without — 
any rights other than simple permissive discretion of the board, it may alter © 
the situation entirely. I cannot see why we cannot give consideration to putting — 
it into legislative form, that a person who is a Canadian and seeks to change his ~ 
domicile should not be able to take the means whereby he or she is going to live. 
It is much better to do it now. It is a reasonable request and it is not going to 
interfere seriously with the operation of the bill. 


Hon. Mr. Assorr: Would your suggestion under those circumstances Mr. © 
Jackman, be to put a top monetary limit on the amount of capital which such ~ 
an individual might export? 4 


Mr. JAcKMAN: Well, the $15,000 might be adequate for a farmer but there — 
are people to whom $15, 000 would represent but a small proportion of their 2 
means. = 


Hon. Mr. Assotr: I was not discussing a figure. I said, would you be in © 
favour of putting a top limit on the amount of capital each individual could ~ 
export; and I take it we should not differentiate between individuals, certainly — 
not between groups such as farmers and stock brokers. 


Mr. JackMAN: Half a loaf is better than none. 
Mr. Quetcu: I wonder if Mr. Jackman would raise his voice a little bit. 
Mr. JAcKMAN: Well, I will raise it in your direction now, if you like. 


Mr. Buackmorse: I wish Mr. Jackman would take a seat down this way so 
we could hear what he says. 


Mr, JAcKkMAN: I said to the minister, half a loaf is better than no bread in — 
that regard, but the interpretation of residents is extraordinarily severe. A man 
may remove himself from Canada but he cannot change his status even though 
exchange is involved so far as this board is concerned and the control that it has 
over his assets. But, as I said, what may be a substantial amount to one man 
may not be nearly enough to maintain another man in the standard of life to 
which he is accustomed in the place in which he is going to reside. I think we © 
might very well give serious consideration to an amendment there whereby people — ® 
oe not virtually imprisoned now that the emergency is over, the sa! emergency — 
of war. A 

Mr. QuetcH: Is it not likely or is it not practically certain that the Board — 
will only exercise these controls to the extent that they think is absolutely — 
essential in order to protect the Canadian economy? I do not see why we — 
should try to hamper their movements. We surely can trust them that they £ 
will only put these controls on to the least extent possible. 


The CHatIRMAN: I agree with that. If the board ever starts acting toas = 
arbitrarily, we have the power to change that and to amend the Act. = 
Mr. JAcCKMAN: We have already had evidence from the witness. that the 3 
board has refused applications and during the war period I think there was ~ 
perhaps a very good reason for refusing them. 2 


Mr. QueutcH: To conserve American dollars. 


oD gia ate oe Oe i La eA ee |. ~- 
- . Z : # 


BANKING AND COMMERCE ) 125 
Taz yee! Sees ; 

Ae Mr. JACKMAN: But even when they were inundated with American dollars 
pney still refused. It is still very difficult for them to exercise what I would 
erm invidious discretion, granting certain people a certain amount and to other 
people none at all. 

Mr. Biackmore: The thing that impresses me regar ding a good many of 
the people who are finding so much fault with this thing is that they never. 
saw fit to find fault with Bretton Woods which really brought us into the 
position in which this thing became necessary. That is one of the amusing 
- things to me. 

The CHAIRMAN: You must be getting quite a lot of joy out of this enquiry, 


: s 


then. 
Mr. Buackmore: Surely. It is a wonderful thing to me, to see certain 
a members beginning to: learn what they did last year when they so. blindly 
| _ supported Bretton Woods. 
‘ The CuHatrman: Now that we are all in good humour, shall section 18 
' carry? 

Mr. JACKMAN: Well, are we going to give consideration to an amendment 
_ there or not? 


P. Hon. Mr. Assorr: I am afraid not, Mr. Jackman. I think we must take 
_ the stand that, if we are operating a foreign exchange control system we must 
give the necessary discretion to the government working through the board to 
exercise that control. As Mr. Quelch has said, I think we must assume that 
~ when it is possible to relax the controls, it will be done. As some one pointed 
- out a moment ago, each year parliament is going to have to vote the adminis- 
trative accounts of this board, and that is going to afford an annual opportunity 
_ for any member of the House who feels that the board is acting too arbitrarily 
or in an unreasonable fashion, to get up and make his protest, bring it to the 
attention of the Canadian people and urge that the Act be amended or the 
_ board’s functions be removed. Frankly, I do not think there is any serious 
_ danger of abuse; and I think that in order to have the thing work smoothly 
and efficiently, these discretions must be given. If I might just continue, 
may I say that it has been my experience before I occupied the position that 
I do now, that this board and this particular control has functioned with as 
little criticism as any of the wartime controls. That. was my experience in the 
business community. I think we may safely take it for granted that will 
continue. But I do feel on the question of principle that if we are establishing 
a control, we must give discretion. It scems to me it is essential. If I may 
just complete that, to put in here that exports of capital to the extent of 
$10,000, $15,000, $90, 000 or $25,000 be allowed to an individual who changes 
his residence is, I think, imposing an unnecessary restriction on the operations 
of the board and would do very little good. In addition, I do not believe it 
~ would help very much the people you have in mind, Mr. Jackman. 
Mr. Macponnetu: Mr. Chairman, the minister surprises me in one way, 
~ because I thought we would all be in agreement here that we wanted to set 
as many people as possible free from restrictions of this kind. I really believe 
the minister would agree with that. 
Hon. Mr. Aspotr: I agree with that. 


Mr. MacponnELtu: To me one question which is very important is whether 
we are perhaps making heavy weather about parts of this. For example, I was 
rather struck with what Mr. Rasminsky said to-night as to apparently the 
rather small number of requests. I do not know the number and the amount 
4 involv ed. Suppose his guess was that the total amount that would be involved 
z in this in any year w ould be $10,000,000, man 000,000, $30,000,000 or $40,000,000, 
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something not running into a big amount. I, for one, - would very: strenuously 4 
argue that a good many of these minor controls might be left out altogether. — 
When we come to the larger question of the limitation of exports and imports — 
of capital, I do certainly want to know a good deal more than I know now as to- 
what the real quantities involved are, and what it is that we are really guarding — = 
ourselves against; because frankly, one of the things that bothers me most, — 
holding the views that I do, is this; and here I disagree completely with the’ a 
chairman that if we just leave this thing with the board, the board will exercise 
that discretion. I think the board exercised its discretion extremely well, but ~ 
one of the things that I feel is that every year this thing stays on the statute — 
books it becomes more and more a part of the landscape; and quite frankly — 
I think that we may get so used to controls that we will lose what we are. os 
supposed to have been fighting for, or what most of us at any rate thought we — 
were fighting for. I mean, the very fact that we have got used to the idea ~ 
that we have got to have a permit for everything is something that ee = 
frankly alarms me very much. I am alarmed by some of the people both © 

inside parliament and outside who are acquiescing in it. In fact many of 

~them—and I am speaking mainly of the people outside parhament now—lI do 
not think have really a proper realization of the implications of what they are 

doing and what they are suffering. Therefore I, for one, feel that it is worth our © 
mile to be astute and to hmit these controls as far as we reasonably can. I @ 
agree with the minister in this case, that to whatever extent we ane controls. 4 
are necessary,.we have got to rely on discretion. : 


Mr. Buackmore: Mr. Chairman, I should like to express appreciation of 
the manner in which the Foreign Exchange Control Board has exercised its great ~ 
powers during the war. I have had some contact with them on:several occasions ~ 
and I never yet have seen them fail to be actuated by the most humanitarian 
motives and considerations. I think that we are perfectly safe in allowing them 
to have these powers, although I am just as much opposed to powers of this ~ 
sort as anybody; yet I realize that the Foreign Exchange Control Board must be 
able to control and it must be able to protect the Canadian economy. To do ~ 
that it must restrict migrations of capital even to this small extent. It must have 
that power. I say, once more, to my conservative friends, that when they voted 
for Bretton Woods, they voted for the necessity of just this very thing. 


Mr. Macponneuu: I think that Mr. Blackmore is overdoing his point a 
little, even though he is getting a great deal of pleasure out of it. 


The CHAIRMAN: I thought you were overdoing your ee eS Nacdonnell 
a moment ago. Controls irk me just as they irk you. 


Mr. Buackmore: We must protect our Canadian economy. 


By Mr. Stewart: : q 
@. Can I refer to subsection 2 of section 18 for a moment, : 


“(2) Where the Governor in Council has not prescribed a Be of. 
exchange between a currency and any other currency for any transactions — 4 
or classes of transactions, the board may, by regulation, prescribe the — 
manner in which and the terms and conditions on which the said cur- 
rencies may be exchanged in such transactions or classes of transactions.” 


Suppose a Canadian citizen wishes to send $500, or the equivalent, to the — 
American occupied zone in Germany, how would the board go about trans- 
ferring the necessary Canadian dollars to the necessary currency? ‘There is 
no such a thing as currency in Germany.—A. At the present time there are 
no banking channels; there are no facilities available for the transfer of funds — 
to that zone either from Canada or from the United States. . = 


Mr. Stewart: Thank you; that is all I wanted to know. 
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Bin Me g Jackman: 


a May I draw to the attention of the Mien bere ‘an answer which was 
aves by the witness a short time ago. The total of applications by people 
ee who might want to-send remittances to Canadians in the United States, or 
ho wish to remove funds to the United States, would not be so great as to 
Beiterfere with the working of the fund. You did not envisage such a flood of 
applications or such a large amount involved that it would be of sufficient 
D importance to interfere with the sound operation of the fund on behalf of 
Canada’s general economy.—A. I think that is a correct statement in view of the 
situation as of the present time. 
___ Q. The experience of people who left Canada with their money, as a rule, 
has not been good. We consider those who went to the Channel Islands and 
lost everything. Certain people went down to the Bahamas. Possibly the 
- experience of those who have gone to the United States has been otherwise. 
_ But it is a simple freedom which we have always been used to and it is one which 
- is not likely to be exercised in any great amount because it is difficult and 
_ disagreeable to detach oneself from ones native hearth. Nevertheless one 
_ likes to think there are no bars to doing so if one wants to. That is why I 
suggest we should give consideration to putting it in the statutes: that a person 
who changes his domicile should be free to take out, at least, up to a certain 
" proportion. . 
Hon. Mr. Assotrr: What limit oul you suggest, Mr. Jackman? What 
Re: limit do you feel would be appropriate? 
q Mr. JAcKMAN: I should put the limit at as high a figure as Mr. Rasminsky 
or the board feel would be justified without interfering with the operation of the 
fund. It might be $100,000, or $15,000; I do not know. 
Hon. Mr. Azspotr: [ teduid think that the amount might vary from year 
- to year depending upon our se at the time; and that obviously would 
e as unfair. 
_ Mr. Jackman: What concerns me is that at the present time we have been 
a inundated with American dollars. Certainly our situation has been very 
strong, yet permission has not been granted. Why, I do not know. Perhaps 
they feel that they want to keep the money themselves and not let individuals 
_ who live here and wish to remove themselves take it with them. 
= Mr. Macponneuu: Surely nothing could ‘be fairer than Mr. Jackman’s 
cape ont when he says he is ready to leave it to the discretion of the board, 
to let them determine what amount might safely be let go. 
~ —-~--—« Hon. Mr. Assorr: What they might determine to be safe to-day might not 
g be safe.two weeks from now. 
a Mr. MAcDdoNNELL: a would have the resources of the dominion govern-. 
ae “ment behind them. 
Hon. Mr. Assorr: But not in United States money. 
Mr. Jackman: We could have a statutory amendment each year in the 
- House. 
2 The Wrirness: I would like to say that I think there is some misconcep- 
“¥ tion regarding Canada’s exchange position, Mr. Jackman remarked that Canada © 
was inundated with United States dollars. I am afraid he may feel that Canada 
_ has enriched herself as a result of the war, and that Canada has accumulated 
huge reserves of United States dollars which put this country on easy street. 
As far as her United States dollars are concerned, that, of course, is not the 
ease. Canada at the present time has very large liquid reserves of United 
States dollars; but those reserves have been acquired as a result, exclusively, 
of the acquisition of Canadian securities by foreigners and the sale of foreign 
ecurities by Canadians. Canada has not acquired those reserves as the 
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result of any surplus in her current account transactions with the ‘United 


States dollar areas. So I think we would be making a very serious mistake — 


if we start consideration of our exchange problem from the point of view that 
Canada is frightfully flush. Actually, we have a lot of cash, but we have not — 


on balance improved our over-all United States dollar position. 


On the specific question of the policy of the board re the change of status 
and the possibility of inserting in the legislation a mandatory amount, I think — 
that it has to be borne in mind that, for a number of years, the government — 


found it necessary to carry out a quite restrictive travel policy. Until 1944, 
no United States funds, were sold for pleasure travel in the United States. From 
1944 until 1945 they were sold in only restricted amounts, namely, $75 every 
six months, for pleasure travel. But since May 1945 the situation as regards 
travel restriction has been that there are virtually no restrictions on the travel; 


but the banks have been given a limited authority to sell United States funds. — 


During the period when there were restrictions on the use of United States 
funds for pleasure travel in the United States, it would obviously have been 
absurd to have allowed anyone to have automatically up to any given level 
of United States funds merely by virtue of going into the United States. That 
method of change of status could have been used as a direct circumvention 
of the travel restrictions. : 

Now, the question arose and I think it is a fair question, whether the board’s 
policy re the change of status has kept pace with the changed policy re travel 
in the United States. The policy regarding change of. status has, in point of 
fact, met the case of the large majority of individuals who have applied to the 
board. : 


The board, in point of fact, refuses very few applications for change of 
status. Now, I am not prepared to maintain here that the figures at. which — 
we are operating at the present time are necessarily the right figures; 1t may 


be the case that those figures should be increased. I indicated in reply to a 


previous question that I expected that the tendency would be towards further” 


relaxation in the policy regarding change of status. cpges 
There is difficulty, as I see it, in inscribing any given limit in legislation. 
In fact, I see a number of difficulties to-day. First of all, there is the difficulty 
of border line cases. You may put a limit of $25,000 in your legislation. Then, 
anyone who wanted to change his status from that of a resident to a non-resident, 


whose total assets amounted to $25,000, would be entitled to do so, and you would — 


direct the board to grant an approval of that application. But along comes 
some one whose total assets are $25,500, who is not covered by the legislation. 
How does the board deal with an application of that sort? Is it fair to say that 
the man who has only $24,000 can get the whole of his property out, whereas 
the man who has $25,500 can get nothing out because he does not fall within 
the limit set by the legislation? Obviously, at that poimt you leave it to the 
discretion of the board, not to have a sharp cut off. That means that the limit 
is pushed higher and higher. 


Another comment that I would make upon the insertion of the statutory 


limit is that by so doing you provide the possibility for anyone to acquire that 
amount of foreign exchange for any purpose, not only for the purpose for which 
you wish to make this provision. For example, a change of status may mean 
that if anyone wants to acquire exchange for a purpose for which you do not wish 
to make such a provision, it is perfectly open for him, legally, to take advantage 
of such a change of status and then acquire foreign security. Then another 
comment I would have to make on it is that— | 


By Mr. Macdonnell: 
Q. May I interrupt you there. Do I understand that you are contemplating 
in this case that a man does make a bona fide transfer and does in fact go 
abroad?—-A. Then he might return with his foreign securities. 
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Mr. Jackman: Wash it all out. 

The Wirness: Do what? There is no power to vest the securities. 

a Mr. JAcKMAN: Once he becomes a Canadian resident, as a matter of fact 
_ there is power to vest. 

Hon. Mr. Assorr: No, there is no power to vest. 

% Mr. JAcKMAN: If the Canadian has any assets at all, in an emergency the 
assets belong to the country. We all know that. It is a necessity. 

Hon. Mr. Aszotr: Not until there was some statute. 

, Mr. JACKMAN: We are not in a period of great emergency now that the war 
is over, surely. . 

Mr. Macponne tu: I do not want to seem doctrinaire, but one of the things 
that concern me most is that there is no provision for even beginning to work 
this out. I would attach great importance to it if I could see the beginning. 

The Wirness: Mr. Macdonnell, I would be glad to provide for the informa- 
tion of the committee—it may be too late to-night for me to do the whole thing— 
but I shall be very glad to provide for the information of the committee a 
review of the various relaxations which have already taken place in the adminis- 
tration of foreign exchange and control. In face, they are set out in this 
pamphlet. 


By Mr. Macdonnell; 

Q. To show you how far I go in my confidence in the board I would be 
perfectly prepared to say that the board can from time to time determine the 
amount and let it be known so that-in that case—in the case which the board 
says is safe; let us say it is $15,000 or $20,000 or $25,000—in that case the man 
who bona fide changes his residence does not have to go through the business of 
permits and we will begin to get back to the place where we live our own lives. I 
realize the necessity for control, but I am still hoping that we will be able in this 
bill to have an opening wedge, even if it is ever so narrow, of a return to carrying 
on our own business. Some of the people I respect very much, like the witness 

_we have here to-night, but I think to a great extent they do not realize that they 
regard most of us as no longer capable of carrying on our own business. I am not 
saying that critically. I think it has arisen. I believe you naturally think 
it is a great risk, and that we have to be protected from ourselves and want us — 
gradually to get back to the status of being compos mentis again. 

Mr. QuetcH: A lot of people in Canada, are beginning to think that too, and 
perhaps rightly so. ars 

The Witness: Mr. Macdonnell I do not want to contradict you but I cannot 
let your statement of my attitude go without comment. I cannot accept that 
as a correct statement of my attitude. 

: I am not sure that I quite understood you, but if I understood you correctly 
you said that you are willing to fix any limit so that. a permit will not be 
necessary ? 

Mr. Macponnewu: As a start toward normalcy. 

The Witness: Think of the thing in terms of what actually happens. Let 
us assume that we fix a limit of $25,000. Would you say that anyone who has 
assets of less than $25,000 can take the assets out of the country? 

The CHAIRMAN: Or $25,000 of his assets. 

The Wirness: Or $25,000 of his assets, without a permit? Now, who deter- 
mines; how do you determine how much of his assets are being taken out of the 
country or how many assets the man has? 

The CHAIRMAN: You do not have to determine how many he has, if you 
permit him to withdraw up to $25,000 of his assets. 
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Mr. Macponnetu: I think Mr. Rasminsky has something there. 

The Wrrness: Someone has to say that he has got only $25, 000 and there- 
fore he does not fall under control. 

Hon. Mr. Assorr: You are drawing this too fine. A mpallienauce could go 
out of Canada and could be a resident in New York and be allowed to take 
capital to the extent of $25,000, leaving the balance of his capital here. You 
could provide that. 

The Wirness: Yes, you could, but what I say is that you cannot provide 
that without determining that it is $25,000 that he is taking with him and saying 
that he can take this $25,000. 

Mr. Macponngeuu: Let me say two things. You can determine that better 
than I can. Occasionally you will be cheated, but after all I do not know who 
would do it. My suggestion would be that the banker would have to do it. 
Someone has got to assume the responsibility of knowing that that man did not 
make a bona fide change of residence, but the number of people who are going 
to cheat you is not great. As to the method to be employed, I am not going 
to get involved in that because you can determine that better than I can. 

The Wrrness: The only point I am going to make, and I think it is 
important from your point of view, is that the incorporation into this legislation 
of a provision along the lines you Hae suggested will not dispense with the 
necessity of a permit. 

Mr. JAcKMAN: I think I hice & agree with that. We have some record of it. 

Mr. Macponneuu: Yes, someone has to have a record of it. It seems to me 
being able to do it as of right is beginning along the right line. 

The CuarrMAn: Yes. Anyone who makes a bona. fide. change of his resi- 
dence, who moves out of Canada, shall as a matter of right be entitled to a 
permit to export so many thousand dollars. 

Mr. Macponne tu: I do not want you to think I have a heed in my bonnet, 
but this business “as of right” is of importance, and it is hard for you, having 
had control of this thing for six or seven years and having done extremely well, 
to feel that we should control ourselves. From my viewpoint I regard it as 
making a beginning. 

The Wirness: Mr. Macdonnell, since the beginning of exchange control Mr. 
Towers and Mr. Gordon and myself, who have been the people most responsible 
for the administration of exchange control, have been extremely conscious of the 
broad administrative powers vested in the Foreign Exchange Control Board; we 
have been conscious of the possibilities of misuse of those powers and the pos- 
sibility of interfering with the liberties of Canadian citizens. 

Mr. Macponneuu: I believe every word you say. 

The Wirness: The whole of our effort, apart from doing what we could to 
safeguard the exchange position and to see that we get an efficient, business-like 
administration of the foreign exchange control, has been directed to making sure 


that the exchange control did not make any unwarranted or arbitrary use of 


those powers. I think I am entitled to say that a statement that I or the others 
who have been connected with the Foreign Exchange Control Board have 
enjoyed the exercise of power or want to retain the power because we are used to 
making the machine tick, and feel that it cannot tick without our help, is one 
I should not be expected to allow to pass without comment. 

Mr. Macpvonne.: The last thing in the world I want to do is say anything 
that would wound you, and if I have I had no intention of doing so. I think 
what you have said now is perfectly true. Let me try to say again what I have 
in mind in such a way that you cannot possibly be wounded by it. You have 
for six or seven years been administering what I call a kind of controlled fairness. 
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a am sure you have tried to be fair. Nevertheless I make my point that I think 

it is difficult for you feeling that it is your duty to see that there must be 
fairness done as between all concerned, and frankly and with deference I say 
that it is awfully difficult for you to let things sort of run what you regard as a 
little wild because I suggest that almost subconsciously you must feel that is 
going to create inequalities. Probably it will create some but again I say I am 
very concerned that we should begin to return to where I hope we will return, 
_ to liberal ways with a-small “I, and sometimes with a big “L”’ too, Mr. Minister. 
- Iam so concerned about it that I do feel that any beginning, however small, is 
- worth while. Let me go back again and say that I am ready to submit myself 
~ completely to the board as to what they say is a fair figure that I want something 
— to begin with as of right. 


Mr. Srewart: Is it not a fact that wih we want to do must of necessity be 
guided by conditions in the world around us? It has been said that the war is 
over. Actually the fighting is over but the world is still under some sort of com- 
pulsion economically, I would say. I cannot see a Liberal government intro- 
ducing control powers such as this because it loves control powers. I think it 
is because it has got to do it because of economic conditions in the world. I am 
all for it. I think it is necessary, and I do not see for the life of me how we 
can avoid it for the sake of the Canadian economy as a whole. I think that 
circumstances as much at anything else have compelled the government to 
introduce the measure. 


Mr. JAcKMAN: Of course, the American economy does not find it necessary 
to have these controls whatsoever. 


Mr. Stewart: It is a different economy altogether and it does have controls. 
Mr. QuELcH: Tremendous gold reserves. 


Hon. Mr. Apsorr: I can assure the committee that the government takes no 
pleasure out of having to introduce this control measure, and I personally take 
no pleasure in having to pilot it through the committee. Like a good many 

others I am not in favor of controls as such. I am just as anxious as Mr. Mac- 
donnell is to feel free if I had any capital to invest to go down and buy some 
stocks on the New York stock exchange or go down and live in Florida if I had 
the means, but we came to the conclusion—and I have said this before—that 
economic conditions are in such a shape, and our economy is in such a shape, we 
have got to continue this measure of control. As I understand it, all that Mr. 
Macdonnell wants in the bill is an indication, some little token, that we can carry 
~ onsome form of foreign exchange transactions as of right without having to get a 
permit. As I understand it that is what you want. 


P Mr. JAcKMAN: You have given a small token as of right when you allow 
the individual to take $25 or $50 across the border without a permit. 


Hon. Mr. Assorr: That is by regulation. It is not by statute. 


4 

4 Mr. Macponne tu: Actually after listening to Mr. Rasminsky tonight I am 
_ wondering whether the board might not on a review of the situation arrive at 
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amounts somewhat larger than I, at any rate, might have expected. I am quite 
ready to leave it to the board. I belive that would be fair, but I should like to 
_ have the onus put on them to give every freedom that can be given. 


3 Hon. Mr. Assorr: Mr. Chairman, we have had quite a little discussion on 
j this question. Could section 19 be allowed to stand? We will consider that and 
- discuss it with the officials of the board and see whether it might be possible to 
meet Mr. Macdonnell’s suggestion. 

The CHAIRMAN: We have ten minutes to go. I wonder if we could spend 
that ten minutes in having Mr. Rasminsky give us a brief resume of the points 
and places where controls have already been relaxed as to foreign exchange. 
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Mr. Buackmore: Before you go into that there is one aeier, I think we & 4 
ought to get clear. I have listened to these gentlemen for some little time — a 
in their earnest contentions regarding the removal of controls... I am all in © 
favour of living in a free economy but I should like to know what Mr. Macdonnell _ 
meant by a return to normal, by a return to the good old times. May Iask three — 
or four questions so we can start on this next time? We have got to get an — 
understanding of the whole thing. Otherwise we are going to have people 
going out of this chamber saying, “Oh, the Social Crediters were all in favour 
of a lot of these controls”, and we certainly are not. | 

I should like to know just what they mean by a return to the good old 
times. The Foreign Exchange Control, Board report shows us definitely 
that our Canadian economy has» accumulated a deficit with regard to the — 
United States of $4,190,000,000. I want to know whether Mr. Macdonnell 
- wants that to continue. Is that what he means? Does he want us to continue 
plunging into an adverse position like that indefinitely? Is that what he wants? 
That has been going on since the turn of the century. If he will just notice 
from 1926 to 1939 we had a persistent deficit with the United States. That — 
again is in the report. Is that what he wants, a persistent recurring deficit 
in our trade relations with the United States? Is that what he is arguing for? 

In 1920 we fell behind $350,000,000 in our trade relations with the 
United States. Is that what he wants? Is that what he is asking for? Between 
1910 and 1914 we fell into external debt to the extent of $1,750,000,000. Is 
that what he wants? 

I do not want to occupy the time of the committee but we have sat here for ~ 
hours to-day and listened to this thing over and over again. Let us get an 
understanding of it so that we do not talk at cross purposes. I merely want 
to know whether these gentlemen want to see this country in a vulnerable — 
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position in which it will plunge progressively into debt to the United States q 
on account of adverse trade balances both on current account and capital account, 
That is what I want to know. : | a 

Mr. JACKMAN: Export of capital hardly plunges this country into debt. 4 

Mr. Buackmore: Export of capital has an important bearing on the — 
matter. If hon. members have not got that into their minds they have not 
begun to get an understanding of this matter. All we have to do is read the 
report of the Foreign Exchange Control Board. As I said, I am against ~ 
controls, too, but in my judgment we have got to call a halt in Canada. We 
have got to say that we have been plunged into debt to the United States — 


through foreign trade both on current account and on capital transactions just — 
as long as we can afford to keep on plunging, that the time has come to calla 
halt. I believe that is just exactly what was in the minds of the ministers — 
when they made up their minds to bring in this measure. I think if we all ~ 
understand that we will not. have a whole lot of discussion. 

The question is raised how long are we going to be able to go before we 
can do away with foreign exchange control? JI would say that one of the 
very first things we have got to ask ourselves is how long is it going to. be 
before we in Canada can be sure we are going to have a favourable trade balance 
on current account with the United States, and how long before we are sure 
we are going to have a favourable trade balance on capital transaction account? 
Until we can answer. those two questions I do not see how in the world we 
can lay down any regulation at all concerning the length of time during which 
we shall have to use foreign exchange control. I thought I should like to say — 
that to clear matters up a little. I do not want to be absolutely out of 
harmony with these gentlemen but it seems to me they just do not get the 
idea of what the whole thing is about. Thank you for the time I have taken. 
I think I have put my finger on the real crux of the situation. 
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it The Cuateman: fei is five minutes to ten. Shall we adjourn tet 40’ ock 
o-Morrow ee I Suppose to-morrow | morning would be taken up with 
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MINUTES OF PROCEEDINGS 


WEDNESDAY, July 17, 1946. 


Be The ssa le Committee on Banking and Commerce met at 4.00 p.m., the 
Chairman, Mr. Cleaver, presiding. 


Members present: Messrs. Argue, Black (Cumberland), Blackmore, Cleaver, 
fleming, Fulton, Gour, Hackett, Hazen, Irvine, Jackman, Jutras, LeSage, 
Macdonnell (Muskoka-Ontario), Marier, Mayhew, Quelch, Rinfret, Sinclair 
(Ontario). 


In attendance: Mr. R. W. Mayhew, M-P., Parliamentary Assistant to the 
Minister of Finance, Mr. L. Rasminsky, C.B.E., Chairman (Alternate), and Mr. 
R. H. Tarr, Secretary, Foreign Exchange Control Board. 


The Committee resumed consideration of Bill 195, An Act respecting the 
Control of the Acquisition and Disposition of Foreign Currency and the Control 
of Transactions involving Foreign Currency or Non-Residents. 


Mr. Rasminsky continued his explanations of certain provisions of the Bill. 
Clauses 19, 20, 21 and 22 were adopted. 


At 6.00 p.m., the Committee adjourned until Thursday, July 18, at 4.00 p.m., 
with the understanding that the Committee would then proceed to the con- 
sideration of certain private bills. 


R. ARSENAULT, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


HovusEe or Commons, 
July 17, 1946. 


— The Standing Committee on Banking and Commerce met this day at 4 
_ o’clock p.m. The Chairman, Mr. Hughes Cleaver, presided. 


Louis Rasminsky, recalled. 


The CuarrMAN: We are now on section 19 of the bill. I would suggest that 
e take 19, 20, 21 and 22. 


, s Mr. Muchorsiat : I should like to make one or two comments. I will be 
= very brief. It is with the idea of trying to indicate my willingness to cooperate: 
realizing that our time is not unlimited. As we see it there are two or three 
things that are outstanding which the minister has agreed to consider. One is 
_ the question that the minister was going to inquire into raised by Mr. Jackman 
as to whether the amount to be taken from the unappropriated consolidated 
_ revenue fund was to be limited or not. The next matter which was outstanding, 
and which the minister was to consider with the experts, was the question that 
~ was raised last night as to whether there might be an amount to be determined 
- which might be taken out as of right in the event of a change of residence. The 
€ third thing, and what I think is the most important of those we have men- 
a tioned, is with regard to the export or import of capital, and on that, apart from 
~ the other things, we are very anxious. that if possible certain general principles 
- governing procedure might be outlined so that the business community and the 
- country at large can know what the governing principles are. In other words, it 
is not left entirely to discretion although we recognize that discretion is not 
- going to be excluded entirely. Then I think the last thing I will mention 
_ for the purpose of completing the record is that we shall, as we have already 
- indicated, be very interested in the duration of the bill. “I think our feeling is it 
~ need not be for a long time. It would be much healthier if it could be reviewed 
se from time to time. 

‘i I mention those matters just because I think that having them outlined 
_ may perhaps be- useful in the planning of the work of the committee. I want 
_ to say that we recognize just as strongly as you do that we have other things to 
_ do besides this, and that we wish to cooperate. 

; The SSR That is very kind of you. There was just one point that 
_ you have raised where my recollection hardly agrees with yours. You suggested 
- that the minister was going to take under consideration the point that perhaps 
- there should be a ceiling on the amount of dollar transfers that could be 
made by the Minister of Finance under the authority given by the bill, My 
- recollection is that point was raised and that the committee was rather dis- 
_tinetly told that the amount should be unlimited, but that the minister did 
_ give assurance that he would make inquiries and would advise the committee 
to what extent actual votes had to be voted in the House with respect to those 
_ transfers, if any. My recollection may be wrong on that point. 


& Mr. MacpoNNe&L: May be we are not so far apart. In any event, there is 
‘that point. 
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The CuHatrman: There is one other point you have not covered. I beliey 
the minister intends to submit an amendment to the committee in regard to the 
publication of the reports if the House should not be sitting at the time they 
are brought down. 

Mr. Fueminca: There was one other point that the minister was going to 
look into. That was this matter of the definition of property in relation to 
sections 25 and 26, because the present definition was broad enough to include 
real estate. The point was raised earlier and the minister said he would look 
into it. 

The CHaAtrMAN: It is very kind of you to outline the points that requind 
to be covered. . 

Mr. QuretcH: I am not sure whether we covered this point, but did you 
say that the report of the Foreign Exchange Control Board would be referred 
to the banking committee every year that parliament sits during the session of 
parliament? 4 

The Cuairman: That matter was not discussed. If you would like that. 
point to be considered ‘along with the other points I will draw it to Mr. Abbott’s - 
attention. a 

Mr. Hackett: Has anybody asked how much it has cost the Foreign - 


_answer? 
The CHAIRMAN: Oh, yes. 


The Witness: The answer is provided in the report of the Foreign Fischanoal 
Control Board which has been tabled in the House. On page 46 of that report 
you will find a fairly detailed statement of the general operating costs of the 
Foreign Exchange Control Board. 


Mr. Mayuew: I should like to make a brief statement. The minister may 
be here later on, but I doubt it very much. The Department of Finance is 
working on a pretty heavy program right now with the budget debate and this. 
committee as well as some special work in connection with the office. We have 
divided up our forces today. He will probably not be here, but, all the items— 
that you have mentioned, Mr. Macdonnell, will be taken up with him and 
he will cover them when ‘he does come later at our next meeting. 


Mr. Macponne.u: Perhaps I might just stress that one with regard to. 
capital imports and exports. I am very conscious of the fact we have had quite 
a long time on general discussion, but I should like to make clear now that as far™ 
as I am concerned I still feel—and perhaps Mr. Rasminsky would take this into 
account—that in determining how tight and rigid a control of export and import 
of capital goods we should have it seems to me that in order to exercise our 
judgment on that we have to have some idea of the quantities involved, and- 
the potential quantities involved, so far as they can be stated, so as to try 
to envisage the extent of the danger that we are trying to guard against by what, 
of course, from my point of view is always to be regarded as a control which © 
is undesirable except to the extent that it is absolutely necessary to safeguard 
us against very real dangers. 

The CHARMAN: With the reservations indicated by Mr. Macdonnell shall 
we carry on with section 19? 


Exchange Control Board to operate? ° 
The CHAIRMAN: No. j 
Mr. Hacxert: If I should ask that question do you think I would get an- : 


By Mr. Hackett: 
Q. Just before you start that I may not have put my eA es in sufficient 
detail to have provoked the answer I wanted. I did not mean operating costs. 
I have assumed that there would be a certain expense, a certain gain or a certain 
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loss from the operations of the Foreign Exchange Control Board. It was the 
- result of those operations that I was asking about——A. I am sorry I misunder- 


_ stood your question. In the Foreign Exchange Control Board report you will 
find starting on page 39 an annual statement year by year of the revenues and 


‘Sf expenditures of the Foreign Exchange Control Board described as Minister of 
- Finance Special Exchange Fund Account. Those statements show an excess 


of revenue over expenditure each year of operation, and the aggregate of the 
excess of revenues over expenditures amounts to $49,321,652.92, and is included 
as the reserve fund in the statement of assets and liabilities of the Minister of 


_ Finance Special Exchange Fund Account as at December 31, 1945, which is’ 


given on page 45 of the report. 

@. Now will you please tell me what relationship, if any, exists between 
the amount that you have mentioned and the Bank of Canada? Probably my 
question is awkwardly put. Has the Bank of Canada any control over that 
amount of money?—A. No, sir. That amount of money constitutes part of the 


: - Minister of Finance Special Exchange Fund Account. 


@. Is the policy of the Foreign Exchange Control Board co-related in any 
way with the policy of the Bank of Canada?—A. The Bank of Canada acts as 


____the board’s banker and adviser. The accounts of the exchange fund are kept 


a, _. 


with the Bank of Canada and, as you know, the Governor of the Bank of Canada 
is chairman of the Foreign Exchange Control Board, but there is no formal 


connection other than what I have just indicated. 

©. To what extent is the board an arm or an aid of the Batik itself?—-A. To 
no extent. The board is directly responsible to the Minister of Finance. | It 
reports directly to the Minister of Finance and receives instructions directly 
from the Minister of Finance and not through the intermediary of the Bank 


of Canada. 


Q. Does that mean to the Governor General in Council?—A. No, sir. 
Under the provisions of the Foreign Exchange Contro] Order the board is 
responsible to the Minister of Finance. Under the provisions of this measure, 
section 4, the minister, who is the Minister of Finance— 

Shall control and direct, for the purposes of this Act and subject 
to its provisions, the operation of the exchange fund account hereinafter 
mentioned and the Foreign Exchange Control Board hereinafter 
established. | 


This measure provides that certain actions of the board shall be ratified by 
the Governor in Council. For example, no regulation that the board may make | 
shall be effective until it has been ratified by the Governor in Council and 
published in the Canada Gazette. Under this measure in section 18 it is the 


~ Governor in Council and not the Minister of Finance who is empowered to 


prescribe rates of exchange, but it is the Minister of Finance who is responsible 
for the operation of the Foreign Exchange Control Board. 


By the Chairman: 

@. May I ask one or two questions to be sure that I understand correctly 
the summary of assets and liabilities as shown on page 45? Is the item of 
$1,300,000,000, loan from dominion government, similar to the transfers which 
will now be made under section 7 of the bill? —A. Yes, sir. 

Mr. JAcKMAN: What did you ask? 

The CHaAtRMAN: I asked as to whether the item of $1,300,000,000 repre- 
sents the transfers that would now be made under section 7 of the bill. Then 
the item of reserve fund, $49,000,000 odd, is actually the profits earned by the 


. Foreign Exchange Control Board through their foreign exchange transactions? 


The Wirness: It is the excess of revenues over expenditures of the Foreign 
- Exchange Control Board. 
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Mr. JAcKMAN: Including the revaluation of gold. 
The CuarrmMan: No, I am coming to that. 


By the Chairman: 


Q. This is the item of $83,876,000 referred to as capital the item that was | 
acquired by the revaluation of gold?—A. Yes, sir. The item of $83,876,000 
referred to as capital is-the original capital resources of the special exchange — 
fund account which came about by the revaluation of the gold stock of the Bank 
of Canada. | | 

@. I have one further question. Of the assets which you carry under the 
heading ‘‘foreign exchange and short term securities”, one billion odd, is there 
any part of that item as to which losses may accrue?—A. I take it you mean 
other than losses that would accrue through a change in the exchange rate? 

Q. Other than losses that would accrue to gold.—A. No, sir. That item is 
entirely in the form of bank deposits or short term government securities. 


By Mr. Hazen: 


Q. I should like to ask a question of Mr. Rasminsky, although I Heattate 
to do so because it shows my ignorance of these matters. The net revenue we 
will take it for 1945-1946 as shown on page 44, from turnover on foreign 
exchange, is $14,360,432.50. What does that mean? How did you make 
$14,000,000 odd from turnover on foreign exchange? Just what does that mean? 
—A. That arises from the gross spread between the board’s buying and selling 
rate for foreign exchange. The ‘board buys American dollars for example, at 
a certain rate; in 1945 it bought American dollars at a rate of $1.10 Canadian 
per American dollar. When the board sells American dollars it sells them at a 
higher price. In the course of 1945, until the month of October, the board sold 
American dollars at a price of $1.11 Canadian. After October we sold 
American dollars at a price of $1.104 Canadian. So that up to October there 
was a gross spread of 1 cent Canadian per American dollar turned over. Since 
October there has been a gross spread of 4 cent Canadian per American dollar 
turned over. 


Mr. Hazen: You must have bought a tremendous eee ‘of foreign 
exchange. 

Mr. JACKMAN: He did. 

Mr. Hazen: In order to make a profit of $14,000,000 odd. 


The Witness: Yes, sir. It is a big business. The volume of transactions 
is indeed very large. 


By Mr. Quelch: 


Q. How do your charges compare with the charges that were made prior 
- to the setting up of the Foreign Exchange Control Board?—A. So far as the 
public is concerned, do you mean? A 
Q. Yes.—A. I think that the charges that are now paid by the public are 
less in some cases. They would vary, Mr. Quelch, according to the size of the 
transactions. So far as the small transactions are concerned and transactions 
of moderate size—and I have in mind transactions that would run into any- 
where up to a few thousand dollars—I think that the spread that the public 
pays now is probably less than the spread that the public paid before the 
establishment of exchange control. . 


By Mr. Hackett: 


Q. Through their banks?—A. Yes, of course; through their banks. So far 
as the larger transactions are concerned—and I am thinking of transactions 
that run into hundreds of thousands of dollars or larger—I think it would prob- 
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he true to say that the spread of 4 of 1 cent is somewhat larger than 
was paid before the war at any given moment of time—that is, on the basis 
‘of one day’s rates. On the other hand, in order to reduce as much as possible 
she incidence of that spread—and the spread arises, of course, only in the case 
of people who have transactions on both sides of the market—the board has 
authorized a very considerable number of companies and individuals who have 
both receipts and disbursements in foreign exchange to operate in their own 
“name foreign exchange bank accounts. That enables them to pay directly into 
their accounts their receipts and to make their disbursements directly from 
their accounts without passing through the spread. Of course, the individuals 
or corporations who operate such accounts submit to the board regular periodic 
statements of their receipts and expenditures so. that the board does not, by 
‘granting such permission, lose the scrutiny of the foreign exchange transactions. 


Q. Has anybody asked you, Mr. Rasminsky, to explain the strength of 
the Canadian dollar in, let us say, the American market following the parity 
Se of the 3rd or 4th of July?-A. No, sir. No one has asked me that 
question. 


QQ. Let me ask it, then. Will you tell us how it happened that our dollar 

became worth 10 cents more—or roughly that; it was not quite that—in New York - 
overnight?—A. I did explain at some length, in reply to a question asked by 
Mr. Fleming the other day, what the nature of the unofficial market in New 
‘York is. I will pass over that explanation very quickly simply by remarking 
that the unofficial market is entirely a market between non-residents; that the 
transactions in the unofficial market consist of sales of Canadian dollars by one 
American who owns Canadian dollars to another American who has some use 
7 for Canadian dollars. The only explanation that I can offer of the relative 
- strength of the Canadian dollar in the unofficial market in the course of the 
last 10 days or so is that after the change in the official rate there has been no 
large offering of Canadian dollars by non-residents. Non-residents, Americans, 
who own Canadian dollar balances have felt that the revaluation of the Canadian 
dollar has increased the value of those balances and have not been prepared 
to sell them at anything like the discount that previously prevailed. Americans 
_ owning Canadian securities which they have bought since the institution of ex- 
change control and who were consequently entitled under Foreign Exchange 
Control Board rulings to resell those securities in Canada and take the proceeds 
out through the unofficial market have in point of fact, not sold on any appreci- 
_ able scale. There has been no disposition or very little disposition evidently on the 
part of American investors in the course of the last 10 days or so to feel that 
_ their holdings of Canadian securities have ceased to be a desirable investment. 
On the whole they have retained their holdings of Canadian securities. You will 
so have noticed that the price of Canadian securities in the American market 
“has gone up practically to the ful extent of the appreciation of the Canadian 
4 jollar. I am referring now to the domestic pay securities. 


By Mr. Jackman: 
—  Q. You are referring , 
for example, Dominion of Canada bonds. 


ob ta 


By Mr. Hackett: 

Q. What has occurred to me, Mr. Rasminsky, is that our control here appears 
to have determined in a foreign market the value of our dollar. A control over 
‘there—I mean in the United States—over their money market, it would seem to 
me if it were exercised with any degree of hostility to Canada, might wreck 
our foreign exchange control almost overnight.—A. Apart from any likelihood 
of that happening, “Mr. Hackett— 


Po. 
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Q. Yes, I am conceding that it is unlikely——A. I do not see how it could — 
happen. It is perfectly true that economic conditions in the United States, — 
the development of prices there and the attitude of the American investors — 
towards Canadian securities and investment in Canada do have a very direct — 


bearing on our exchange situation. Of course, it is Im a sense as a precaution 


against undesirable developments of that sort that I believe this measure 1s de- — 
signed. But I do not quite see what the analogy is that you are drawing between ~ 


that and the strength of the unofficial dollar. 


Mr, Hackerr: For 5 or 6 years, as a result of control here, our dollar has — 
been worth 90 cents—speaking in rough terms—in New York. It seems to me ~ 
if this force operates both ways, that control in the United States might very 
well make our dollar worth 50 cents, if there was a desire there or an end to be © 


served by so doing. 


By Mr. Jackman; 


Q. Is it not.a fact, Mr. Rasminsky, that your controls do eventually have to 
accord with economic fact, and you cannot keep the Canadian dollar at a 10 


per cent premium or parity or 10 per cent discount unless that bears a reason- 


ably close relationship with the purchasing power—I will not use the word — 
‘“narity”—of the two currencies? In other words, if the Canadian dollar will 
purchase more than the American dollar, the tendency is for that dollar to go to — 
a higher level. I should have thought that when the price ceilings broke in the ~ 


United States the merchants over there, seeing cattle and grain and other com- 


modities and manufactured goods in this country selling for much less than the — 
new price, and then seeing that our dollar was worth 10 per cent less when they — 
converted their American funds, would have simply swamped our market with — 


orders. That was why I said that I thought the exchange fund must have 


inundated with American dollars just prior to the revaluation upwards of the 
Canadian dollar. Mr. Hackett has asked the question: Why do the Americans at — 
one time keep the unofficial market around 10 per cent, which is in accord with ~ 
_ the official market here; and then when the official market changes to parity, — 
how does the Canadian dollar in the unofficial market accord with the new — 
level? If one goes to enough difficulty one can get official dollars, particularly — 


for trade, and you do not deal in the unofficial market. Certainly you would not 


pay 10 cents more for unofficial dollars than you would for official dollars. Is_ 
that not, broadly speaking, a picture of the facts? We must keep our dollar — 


in reasonably close relationship with the American dollar with an equivalent 


purchasing power. Otherwise we have to vary our dollar up or down depending 
on the purchasing power of the dollar in the United States. Is that not so? Do 


i make clear what I am intending to convey?—A. Yes, you make it clear. My 
hesitation is as to whether in fact a reply to the question constitutes a comment 


on exchange rate policy which, as you know, I think it is inappropriate for me — 
make. I think I could safely go this far, Mr. Jackman, that the relationship — 
between internal purchasing power of currencies is a matter that has a very 


important. bearing on the appropriate rate of exchange. 


Q. In other words, if the O.P.A.: were to disappear entirely and not be © 
reinstituted im the United States, and the general price level went up 50 per cent, — 


it would likely be impossible to keep our dollar at parity? It would go to a ~ 


premium?—A. You are asking me to take a position in historical futures. 


Q. Well, that would be an economic textbook definition of what would 


likely happen. 3 
The CHAarrMAN: You would not care to express an opinion. 
Mr. Macponne.u: Put him in the diplomatic corps. 
Mr. QurevcH: Whilst I agree entirely with what Mr. Jackman has said, 


theoretically, actually in practice it does not work out in that way; because we — 
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could hardly say that the relationship between the price level in England and 

_ the price level in the United States has to be related to the exchange rate between 

the two countries or the value of the currencies. It is the values at which those 
currencies are held. 

? Mr. JACKMAN: Yes, it is. 


Mr. QupicH: The pound is below value considerably in relation to the 
American dollar, but the American price level is higher than the English price 
level, is it not? 


The Wirness: I think everyone will concede this, that in present circum- 

_ _ stances when different countries have varying degrees of price control, varying 
7 degrees of efficiency of the administration of price control, varying wage rates 
’ and varying degrees of rationing, the normal methods by which one would judge 
the true relative internal purchasing powers of the different currencies are not 
applicable in the same degree as they would be in the absence of those abnormal © 
phenomena that I have mentioned. 


By Mr. Jackman: 


Q. But if a bushel of wheat sells for $1.50 in Chicago and sells for 87 cents 
in Winnipeg, and the American can exchange his dollar for a Canadian dollar, 
which means that the price in one country is $1.50 and in the other country 
it is 87 cents, there is no question but that American funds will fly over here and 

buy all of our wheat or whatever other commodity may be offered for sale to as 
a: great an extent as they can pos sibly get 1t—A. One must bear in mind that there 
q are such things as import quotas in the United States. 


Mr. JAcKMAN: But there are many manufactured commodities of that 
description which the Americans could buy in Canada, or raw materials—our 
pulpwood, newsprint and all sorts of things—which they would buy in Canada 
in preference to buying in their own country if there is such a wide discrepancy 
in the prices which is not adjusted by exchange values. In other words, the 
greatest determinant, even to-day with all your controls, is the control surely 
of the relative price level in the two countries. 

Mr. QueicH: But on the other hand, the United States currency to-day, 
under the Bretton Woods agreement, is valued in terms of gold and not in terms 
of the price level. I would’ quite agree that it should be valued in terms of the 
price level; but we have signed the Bretton Woods agreement under which we 

have agreed that there should be so many grains of gold in the dollar. 
a Mr. JAcKMAN: It is not a question of the value of a currency in gold. It is 
what you can do with the currency. If Americans can exchange American dollars 
for Canadian wheat at a low price level, they will buy Canadian wheat; or 
sterling will come over here if wheat is much cheaper, or whatever the commodity : 

is, and they will buy it. 
Mr. QuetcH: Provided that a tariff is not put up to Bap ie transaction, 
which has always been done in the past. 


Mr. JACKMAN: Yes, if you do not put an embargo on it. 


By Mr. Hazen: 
: Might I ask a question about teaeabanha in gold which brought in 
a $270. O13. 98 last year. Where do you buy your gold from? Is it from the mines — 
‘ or is it gold currency or what is it?—A. No. We get our gold from the mint, 
from the Minister of Finance. 
. Q. Do you get it in the form of gold coin?—A. No, We get it in the form 
of gold bars, 
Q. In the form of gold bars?—-A. Yes. 


= 
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Q. You get it from the mint and the mint gets it from the mines, does it?— 
A. Yes, that is right. The mint gets it from the mines. As I understand it, the 
mint refines the gold and then the exchange fund account buys the gold from the 
Minister of Finance. Your question is as to how this profit of $270,000 odd 
arises. 

Q. You sell it. Do you sell it also to the United States, practically all of it? 
—A. No, sir, it is not all necessarily sold to the United States. With regard 
to the profit of $270,000 which has been referred to, that arises in this way: 
the exchange fund account carries the gold on its books on the basis of the 
realizable value of the gold in New York after making an allowance for trans- 
portation charges and handling charges. The gold when sold in New York is 
sold for $35 per fine ounce less a charge of + of 1 per cent, which is a charge 
which is levied on all gold transactions by an agency of the federal government. 
I do not remember at the moment whether it is the federal reserve or the assay 
office—I believe it is the assay office. Of course, it costs money to move gold 
from Ottawa to New York. We carry the gold on our books on the basis of the 
$35 U.S. per fine ounce less handling charges, less the cost of transportation 
from Ottawa to New York. That is to say, we carry it at something less than 
$35 U.S. an ounce. Now, occasional opportunities arise to sell gold to foreign 
countries or central banks at a price which while less than $35 U.S. per fine 
ounce, is greater than the price at which we carry it on our books. Such 
opportunities zarose in 1945 to the extent that we produced a ee of $270,013 
for the exchange fund. 


By the Chairman: 


Q. Mr. Rasminsky, I would like to go back to the question asked by 
Mr. Jackman a few moments ago, and I have a question I hesitate to ask, 
but if you feel free to give the answer I shall be glad to have it. In case the 
Minister of Finance or the government should decide to place the value of the 
Canadian dollar substantially higher than the value the dollar would carry on 
open market transactions, what would be the dangers that would be inherent 
upon such a move?—A. I take it that your question is that if on the basis of a 
price comparison the value of the Canadian dollar were at parity, let us say, 
with the American dollar and the Canadian government were to say or chose to 
say that the Canadian dollar is worth $1.50 American— 

Q. Yes——A. —what would be the dangers inherent in such a move? 

Q. Yes.—A. The main danger would be connected with the position of 
the export industries. The exporters’ costs are incurred in terms of Canadian 
dollars. If their cost of producing a given article is, let us say, $100 Canadian 
and the American cost-of producing the same article is $100 American, that being 
the true measure of the relative valuation of the two currencies, but the Cana- 
dian government for some reason wants to say that the Canadian dollar is 
worth $1.50 American, the Canadian exporter trying to ship his commodity to 
the United States will be able to get only $100 American for it, because he 
has to face the competition of American producers. That is true not only of 
the sales in the American market; it is also true of his sales in third markets. 
He gets $100 American for the commodity and when he transfers this to Cana- 
dian funds he finds that all he gets is $66 Canadian. : 

Mr. Hackett: He makes a loss. 


The Wirness: He makes a loss on his transaction. Canada is therefore, 
not able to compete in export markets. The opposite takes place as regards 
importers; the importers find it is much cheaper to buy abroad to satisfy the 
demands of their customers. It is much cheaper to do that than to satisfy 
the demands of their customers by buying domestic production. 
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By the Chairman: 


| Q. You have referred to the trade branch, and I can understand that answer. 

_ Coming strictly to the Foreign Exchange Control Branch, what dangers would 

- be inherent from the standpoint of loss and the like in the operations of our 
foreign exchange control?—A. Well, if the Canadian dollar were appreciated— 

; Q. Unreasonably —A.—unreasonably there would, of course, be a very sub- 
stantial book loss on the Foreign Exchange Control Board’s inventory of foreign 
exchange. That would not be the most serious consequence that would fall. 
The most serious consequence I think would relate not to the transactions of the 
Foreign Exchange Control Board but it would relate to the effect on our import 
and export industries and to the balance of payments position of the country. 
If one were to do a thing of the sort you suggest and stick to it over a long 
period of time you would find, of course, that you were losing reserves all the 
time because your import balance would go up. 

@. As to both of these main features—A. Excuse me. I would like to add 
this, that just as an undervaluation of a currency is a wasting asset so the over- 
valuation of a currency is a wasting liability in a sense. Over a period of time 
domestic prices probably do tend, in some cases painfully—in the case of a 
drastic overvaluation of the sort you have in mind, very painfully indeed—they 
do tend to adjust themselves to the level of the exchange rate so that these con- 
sequences I have mentioned probably come to an end in the-course of time. 


} 


By Mr. Macdonnell: | ) 

@. Was the return to gold in 1925 in England a classic case of overvaluation- 
and the consequent—A. It certainly is generally referred to as a classic case of 
overvaluation of the currency exercising deflationary pressures on an: economy 
over a rather extended period of time.. 


By Mr. Fleming: 
Q. This afternoon in the House Mr. Mclure was given the answer to a 
question he had placed on the order paper. This is the question:— 

At the time when the Canadian dollar was put on a parity basis, 
how many foreign exchange contracts were outstanding between the 
Foreign Exchange Control Board and Canadian exporters? 

_ The answer given was:— | 

4 At the time of the recent change in the exchange rate of the Canadian 

> dollar there were 963 forward exchange contracts outstanding between 
Canadian exporters and Canadian banks acting as authorized dealers of 
the Foreign Exchange Control Board. 


I take it, Mr. Rasminsky, that any of these foreign exchange contracts would 

be with one of the authorized dealers on behalf of the board; it would never be 

_ _-with the board itself?—A. That is right, sir. 

a Q. Have you the total amount of these 963 contracts?—A. No, I think 
it is— 

Q. Is that available?—A. Would it be available? 


a Q. Is it available?—A. Well, the figure exists. | 
q Q. Is it a question of policy?—-A. I could not disclose that figure on my own 
responsibility. 


Mr. JAckKMAN: What was the charge for forward contracts? 
The Wirness: Excuse me, Mr. Tarr reminds me that some days ago in reply 
to a question that I was asked regarding the extent of losses on F.H.C.B. exchange 
holdings through revaluation I think I gave the net amount of forward exchange 
contracts outstanding at that time which was substantially in excess of 
$100,000,000. That is the amount that was outstanding as at the end of 1945. 


144 STANDING COMMITTEE 


By Mr. Fleming: 

Q. And it was repaid by these 963?—A. No, sir. 

@. You do not give the figure as of the date of revalameinn eam: No. 

Mr. MAcponNnELL: Could we take it that it would run along fairly on the 
level—that that figure would likely be a typical figure. I am not trying to be 
clever at all. ee) 

The CHAIRMAN: You are not trying to creep up on him? 

Mr. Macponnewu: No, I am not. It is important in trying to arrive at the 
matter asked about a little while ago. I am not pressing it now, but it does 
seem to me that it cannot be very injurious for us to get an idea of our total 
foreign business. That is really what we are asking. 

The Witness: No, sir, I am bound by the provisions of the Exchange Fund 
_ Act which say that no one but the Minister of Finance shall make disclosures. 

Mr. Fiemine: To prevent spending further time on the matter now, the 
minister and Mr. Rasminsky could confer on it and let us know whether they 
are prepared to give an answer. 

The CuairMAN: I should think there would be a grave doubt whether they 
would be prepared to answer on current transactions, but if it would satisfy Mr. 
Macdonnell to have previous transactions going back over periods three months 
apart, and have a look at that— 

Mr. MacponNEL_: Quite. I want to get an idea. 

The CHairMAN: There would be no objection to that, would there, Mr. 
Rasminsky ? 

The Wirness: I do not know whether it would give Mr. Macdonnell the 
information he wants. 

Mr. MacponneEuu: I think so; anything you can give. Supposing that that 
happened to be a very untypical figure; suppose the $1,000,000 were. $500,- 
000,000? 

The Wirness: No, sir. If you want an answer in general terms, as general 
as that, I am prepared to say that the figure of exchange contracts—both the 
figure of exchange contracts outstanding at the end of 1945 and at the time of 
the recent valuation were not untypical figures; there was nothing unusual. 

Mr. MacponNnELL: That is all I want. 

Mr. JAcKMAN: Do you think the board will be able to tell the people of 
Canada how much was lost at the time of revaluation on July 5? 

Mr. Lesage: Do you mean book loss? 

Mr. JAcKMAN: On the books of the Foreign Exchange Control Board. The 
kind of losses we have now. 

: Mr. Lesace: If I understand correctly the loss is only a book loss. 

Mr. Fuutron: They bought American dollars at a 10 cent premium and 
now they are at par. 


Board’s statement. 


By Mr. Jackman: 

Q. The public will not know how much was lost.—A. It will be for the 
minister to decide when to disclose the figures of the exchange fund position 
as of July 5, 1946. 

Q. As I understand it, the reason you have this strict secrecy about the 
figures is that it might allow speculators—although you would not be able to 
tell us how speculators could affect A. I tried to tell you two or three times; 
I am sorry I was not convincing. 


Mr. MayHew: That va be reflected in the Foreign Exchange Cointrot 


he Bs 
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* Ho. I understood that the regulations of this proposed bill were sufficient to 
prevent any great speculation. However, the question I am asking is this: I 
Ir derstand that the reason for this creat secrecy is that if the knowledge were 
available it might be used against the interests of the board. How long an 
interval, from a technical point of view, not from a ministerial point of view 
or any other point of view—how long a period should elapse before a statement 
could be given which could not allow speculative activities to interfere with the 
carrying on of the board’s operations?—A. Mr. Jackman, I do not know whether 


: ; ofused? 
™ Q. No—A. I suggest that it is to the minister that the request should be 
directed if you want that information. 


By Mr. Macdonnell: 


. I am in the same difficulty as Mr. Lesage. I would like to understand 
4 exactly what we mean when we say that this was only a book loss? Would 


of those assets in the United States nothing that happened on the 5th of July 
- changed their value but, on the other hand, they acquired an entirely different 
value in Canadian terms of Canadian dollars, whatever the amount is—a sub- 
_ stantial amount; is that a true explanation of the situation? Is that what you 
mean when you say that this is only a book loss? That should be cleared up, 
ait that is what actually did happen——A. That is actually what happened. The 
board was carrying a certain inventory of gold and foreign exchange on which 
@ certain Canadian dollar value had been placed, and that Canadian dollar 
value was changed and consequently there was an inventory loss. 


By Mr. Fulton: 


—_ ~-Q. How have you acquired them? Have you bought those with Canadian 
dollars?—A. The foreign exchange? 

— Q. Yes—A. The foreign exchange was all bought with Canadian dollars. 
; @. You paid the 10 per cent premium as far as American currency was 
: concerned—A. The premium would be the same. At least, there is no difference 


Q. The point I am trying to bring out is that you actually paid 10 per cent 
premium when you bought that money?—A. Yes, that is right. 


By Mr. Lesage: 


-  Q. There were some reserves; some past gains?—-A. I would be glad to go 
over the statement made the other day regarding the nature of the revaluation 
a peration if that is the wish of the committee. 


By Mr. Fulton: 
Q. Mr. Raminsky said at page 16: ding the 11.5 loss on the forward 


Y 
: Be rociciately $140, 000, 000 had revaluation been effected at the end of 1945.” 
- You are using the December 31 figures?—A. That is right. 
i. Q. You spoke of a loss. 
Mr. Rivrret: There is also a gain. 
f The Wirness: If you read the next paragraph of my statement there is a 
further explanation. 


By Mr. Jackman: 

 Q. Is not this the fact, that supposing on July 4 we decided we had to get 
$10,000 in American funds to support our embassy in Washington and we went 

| pio the market—that is, the government did—and purchased $10,000 of 
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American funds it would cost us $11, 000 of the Conadine taxpayers’ money. 
Then the money was revalued; but had we waited until the 6th of July we 
could have bought those $10, 000 American for $10,000 Canadian which would 
only have meant $10,000 to the Canadian taxpayer and not $11,000 of the 
Canadian taxpayers’ dollars. As it is we have a book inventory of American — 
holdings in gold in the exchange fund, and they were acquired with the tax- 
payers’ money at the rate of $1.10. Had we acquired them since July 5 we 
could have acquired them for 10 per cent less of the Canadian taxpayers’ 
dollars?—A. The Canadian government owns American dollars, so to support — 
the Canadian embassy in Washington the Canadian government merely draws — 
on American dollars which it already owns. 
Q. At $1.10?—A. The fact is that. there has been a loss on the Foreign © 
Exchange Control Board’s inventory of gold and foreign exchange. 


By Mr. Macdonnell: 


(. I take it that is one of the instances in the practice of foreign exchange 
control and we hope the right decision was made on the 5th of July. I believe 3 
it is perfectly clear; there is no mystery, and I think we are all in agreement on ‘ 
it. a 

By Mr. Fulton: z 
Q. How much did you pay for the gold which you bought from Canadian ¥ 
mines before July 5?—A. It was bought from the mint, as I mentioned in reply — 
to a question a little while ago on the basis of the price of $38.50 Canadian per ~ 
fine ounce. That was equivalent to the basis of $35 American in New York. 2 

@. Would it take very long to explain why you did that instead of buying © 
it at $35 as you were buying in Canada from Canadian sources presumably? 4 
Why did you adopt the American value?—A. Gold has a fixed world price. It ’ 
is $35 United States per fine ounce. That is the price at which you can sell gold © 

to the federal reserve system and buy gold from the federal reserve system. s 
That is the price at which gold transactions take place in London. That is to— a 
say, they take place for a price in sterling which, at the prevailing rate of — 
exchange, is the equivalent of $35 United States per fine ounce. At a time when ~ 
the Canadian dollar was quoted at a premium of 10 per cent over the American — 
dollar $38.50 Canadian was the equivalent of $35 per fine ounce. . 

Q. In other words, the American value is the value which is accepted. Y 
throughout the world?—A. Yes, broadly speaking that is one way of putting it. ; 
If gold does move internationally for the settlement of international Teme 5 
then the countries which use gold for the settlement of international balances © 
must maintain a uniform set of prices, and that price is $35 United States perm 
fine ounce. 

Q. My other question arises out of an earlier statement that you made abouta 
the spread of half a cent between buying and selling. How is that divided — 
between the board and your agents, the banks?—A. I explained that yesterday. 

Q. That is all right. I will read it. 


ee sulin a ae & raced 


By Mr. Jackman: 
Q. May I ask this question? While the board showed a profit of $14,360, 000 | 
on turnover of foreign exchange last year that is the profit, I presume, after the — 
banks have been allowed their percentage?—A. No, as I mentioned before that is | 
the gross. 2 
Q. This is the gross?—A. Yes. | 
Q. This is a cost, of course, to Canadian business. It is the only placel 
the money can come from. It is in a sense earnings of the board but it is a cost. 
of doing business for the Canadian business man and the public. It is the only 
place it can come from?—A. Yes. 
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8 T wonder if the witness could tell us what would be the minimum rates 

board control at which buying and selling rates could be fixed? For 

| ir Brice, it used to be a full 1 per cent. I had occasion:to telephone the board 
¥O one time to find out how much they were making. They were unable to answer 
wing to the secrecy observed about these transactions, but within a few months — 

—not that it had anything necessarily to do with my questioning of them— — 

“the rate was cut in half. In other words, the Canadian community were paying 

twice as much apparently as was needed for this service. What I am asking 

the witness is how little spread between buying and selling rates, which is the 
cost to the Canadian public, can be maintained and yet not see the board in the 

3 ‘red? I am not speaking of in the red as an offset to speculative transactions 

or unusual transactions such as the revaluation of the currency, but the actual 

_ physical handling of the bills of exchange which you get, the contracts. How 

_ small a spread could you likely get along with?—A. “That would necessarily 

_ depend upon two things mainly, on the volume of turnover of foreign exchange, 

Pithich would determine the gross revenues of the board at given spreads, and 

~ upon the board’s expenses. The principal expenses of the board are the com- 

_ Missions which are paid to the banks, the authorized dealers of the Foreign 

_ Exchange Control Board, and the interest paid on loans from the dominion 

kaa 

Q. What has that interest on loans paid to the dominion government got 
to do with merely matching buying and selling transactions of the merchants? 

— Does that not have to do with the management of our whole economy through 

this control board? It has nothing to do with the matching of buying and selling 

transactions by business men, has it?—-A. The operation of the exchange control 

Be tem—and I must assume for the purpose of this question you are not 

4 questioning whether there should be an exchange control system but you are 

_ trying to find out what is the minimum -proper spread between the board’s 

EPivine and selling rates? 

ee ‘ Q. Yes.—A. The operation of a system of foreign exchange control involves 

the exchange control board in holding certain reserves in foreign exchange. 

_ Without reserves it obviously would be impossible to maintain stable exchange 

rates. In order to hold those reserves money must be tied up. Those reserves 

4 are held for the benefit of the business community. Money must be tied up. 

eeoncian dollar capital must be tied up in holding reserves just as capital is . 

- tied up im holding inventories in private business. I suggest it is right that the 

_ business community, which makes use of the facilities of the Foreign Exchange 

Control Board, should pay for the cost of maintaining that inventory. 

a = *Q. But in ‘the pre-war days when merchants had all the buying and selling 
_ of exchange necessary for their transactions it was not necessary for anyone to 
have a big fund such as the board maintains at the present time and for which 

eit must pay out a large sum, $8,470,000, in interest in order to get the money to 

— eonstitute this fund. That did not exist before. Merchants are not only not 

4 better off in the way of getting a more economical exchange rate, but they are 

_ paying a very much higher spread between buying and selling, particularly on 

the real sizable transactions that involve the real business of the country, than 

_ they were before. 

Mr. Macponne.u: I suppose the fair comparison is between the rates now 
and the rates previously. 


The CuarrmMan: Then, of course, there is a compensating item, and that 
is the interest yield on the investments that are made. 


The Witness: That is perfectly true. 


By Mr. Jackman: ; 
Q. That leads to another line of thought. What rate of interest do you get 
on the assets that you have, your investments? If you just look at the state- 
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ment of the assets as of December 31, 1945, you had in Canadian dollars 4 


$23,000,000. There is no interest erence on those, is there?—A. When we 


have excess Canadian dollars we employ them in treasury bills and earn the | 


treasury bill rate. 


The CuHatrMan: If you look at the 1945 statement you will find the interest | 


item there. 


By Mr. Jackman: 

Q. Perhaps Mr. Rasminsky could calculate eae what is the total income 
percentagewise on $1,485,000,000 of assets. From earnings on investments and 
foreign balances there is $2,600,000 on $1,435,000,000. I do not know what 
percentage that is. 

The CuarrMaNn: The interest earned was 2-655 and the interest paid was 
8-470. The difference between those amounts would be the net cost, would 
it not? 

Mr. JAcKMAN: I suppose one may look at it that way. 


The CHAIRMAN: The difference between those amounts would be the cost 
to the board of holding all these different exchanges and making them available 
to the Canadian business man. 


By Mr. Jackman: 
Q. It costs nearly $6,000,000 to— —A. When you say ‘‘cost” the money, 
of course, is paid to the dominion government. It is not paid to anyone else, 
It costs the dominion government to raise money. 


Q. As you admitted in our first session it does cost the anrinien govern- 


ment money to raise money?—A. Yes, as I stated in our first session, it does. 

Q. On $1,435,000,000 of assets he income earned by the board is only 
$2,000,000?—A. I would find it easier to deal with your questions if I knew 
whether you are arguing that the board is earning too much money or that we 
are not earning enough money. I thought your argument before was that the 
spread was too much and we were earning too much money. 

Q. You have charged too much money. I do not say you were earning too 
much. You are charging the business community a spread larger than pre- 


vailed in normal times. The point I am endeavouring to make at the present — 
time is that you said the other day it made little difference in the long run, at — 


least, whether or not Canada as a whole nad a billion dollars of United States 
assets in the fund or a billion and a half provided the other $500,000,000 was in 
the hands of Canadian nationals in the form of American securities?7—A. Excuse 


me for interrupting you, but what I said was that it made little difference as — 
of July 15, 1946. It made little difference momentarily, but I did give reasons ~ 


why I thought it might make a good deal of difference in the long run whether 
the board was holding funds. 


Q. I thought it was the other way around. You introduced the terms 
“static” and “dynamic” which were a little over my head at the time as you 
applied them.—A. I am sorry. I could not possibly have said that it made 
little difference in the long run. I did say that as of this given moment of time 
that it would not be a serious situation if Canadians were holding $500,000,000 
more in securities and the F.E.C.B. $500,000,000 less in cash. 


Q. When would it make a very vital difference, because what I am suggest- — 


ing now is that the $500,000,000 in the hands of Canadian nationals will probably 


have a much higher earning rate in American funds which we so badly need 


than if the $500,000,000 is included in the assets of the board. 


ae woe 
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By Mr. Macdonnell: 

-_ Q. I think this question is very important. I should like to know very much 
Bust what Mr. Rasminsky does feel about that, in other words, if it is possible— 
_ and perhaps this is a slight addition to the queston—to have machinery whereby 
the holdings of individual Canadians can be made virtually immediately 
ey Beclabis in case of emergency. That seems to me very relevant to the question 
__as*to how much freedom there should be. For example, suppose Mr. Rasminsky 
answered that a technique could be developed whereby assets in individual 
holdings in the United States of individual Canadians could be made available 
- under emergency to the government; then I would think it would be possible 
_ for a much more liberal policy in the way of investment—I am talking about 
_— capital account now—to be pursued. I was very interested in the answer he 
_ made the other day and I am very interested in having it pursued because, as I 
_ say, it seems to me a very important point.—A. I can answer it only from the 
_ technical aspect. It is a question of government policy .whether foreign 
exchange should be provided to enable Canadians to invest in marketable 
securities in the United States. From the technical aspect I think that the 
circumstances in which it would be necessary for the Canadian government 
to take over those securities would be circumstances in which the securities 
were probably selling at very low prices in the United States. Those who 
would now be the most insistant that this process of investment in foreign 
securities was desirable would be the most pained at having their securities 
taken away from them at low prices. Mr. Jackman referred the other day, 
when he raised the same question, to the advantages to the United Kingdom 
and to the world of the large British holdings in American investments, and I 
agreed with him those advantages were very real. It was, however, the case, as 
Mr. Jackman and you, sir, no doubt know, that those securities were taken 
over from British holders— 

Mr. Jackman: After Dunkirk. 


The Wirness: —at a time when they realized very low values when sold 
in the American market. 


By Mr. Macdonnell: 
Q@. Were they all expropriated, or borrowed?—A. Most of the marketable 
securities were actually vested, paid for in sterling and sold in the American 
-market, and some marketable securities and many direct investments were taken 
over and pledged as collateral against the original R.F.C. loan. 


By Mr. Hackett: 

Q. As a condition of it?—A. Pledged as collateral as a condition of the 
loan. 

Q. It was not a voluntary movement?—A. That I do not know. 

Mr. Lusace: It was a contract. 

The Witness: The particular case Mr. Jackman mentioned the other day 
as an illustration of the advantage of holding foreign investments, the 
American Viscose case, was a particularly good example of a transaction which 
took place at prices which the British owners thought did not correspond to 
the real value of the property that was being expropriated. That is one difficulty. 
Another relevant factor I think I should draw your attention to— 


By Mr. Hackett: 

Q. Just before you go on with that would you say to what extent Canadian 
securities held abroad followed the same course as American securities?—A. Of 
being expropriated by the United Kingdom government and sold in Canada? 
68905—23 
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Q. Yes.—A. I can give you some information on that. It is contained in = 
table 6 on page 30 of the Foreign Exchange Control Board report. That shows — 
that the official repatriation of Canadian securities, that is to say, repatriation ~ 
by the dominion government of its own securities which were held in the United — 
Kingdom by residents of the United Kingdom, amounted in the course of the ~ 
war to just over $700,000,000. Private redemptions of Canadian securities and — 
other repurchases of Canadian securities amounted in the aggregate” to — 
$287,000,000. Not all of those were actual vestings. Some of them were vestings. ~ 


By Mr. Blackmore: ae 

Q. Some of them were what?—A. Vestings. I mean by that that the © 
securities were requisitioned by the United Kingdom government, taken over — 
by the United Kingdom government and sold in Canada. I think the great 
bulk, however, were voluntary sales of the securities in Canada by the United — 
Kingdom owners. Does that answer the question, Mr. Hackett. 

Q. Well, I dare say it answers it as far as you can go. You have not said — 
how far the transactions were coerced in the United States and you have not ~ 
expressed a very definite opinion as to how far Canada insisted on fepana 4 
of the securities held in Britain. 

Mr. Mayunw: I do not think you could expect the ee to say that. ; 

Be 
 : 
’ 


Mr. JAcKMAN: We had a collateral loan or it was a virtual collateral loan; — 
I refer to the $700,000,000 loan. We did have securities as collateral behind it. 
They were disposed of by Great Britain. The proceeds must be used to pay off 3 
that loan. I understand about $200,000,000 has been realized on those sales, so { 
that the loan to Great Britain that was made some years ago 1s nOW «D000, 000, 000. 
Mr. LesacEe: $530,000,000. 3 
Mr. JACKMAN: Yes. 7 ¥ 
The Wirness: May I please be allowed to add the second general observa- — 
tion that I wanted to make on Mr. Macdonnell’s question. If you look at 
Table V on page 21 of the Foreign Exchange Control Board report you will find — 
that Canadians have sold United States securities in the course of the period — 
covered by the table—which is September 16, 1939 to the end of 1945—to the 
extent of $236,000,000. There was no pressure of any sort brought on those 
Canadians to sell those American securities. They were subject to no compulsion — 
or no special inducement to do it. But they sold. That was the decision of the 
individuals. Thev sold that amount because they chose to sell that amount of — 
securities in that period. The third comment that I should hike to make is— ~ 


By Mr. Hackett: 


Q. Sold or matured?——A. Yes, that is right. Some of them may have been z 
bonds which matured, but the great bulk constituted securities which were sold. — 

The other thing I wanted to mention was this, that the regulations of the ~ 
board regarding security exchange do permit a maximum of freedom, as Mr. ~ 
Jackman no doubt knows, in the exchange by residents of various types of — 
securities in the American market. A resident who wants to diversify his holdings — 
of securities: by adding an American security to his portfolio is able to arrange — 
an exchange of securities by selling a Canadian security in the American market — 
through a Canadian broker and converting the proceeds into an American — 
security. And of course he is free to switch from one American security to — 
another American security. So that as we are operating at present, no Canadian — 
is frozen in his particular holdings of American securities and no Canadian who — 
wishes to do so is prevented from exchanging a Canadian security for an American — 
security through a switching operation of this type. 3 

Q. There must be a limitation there or you would have an export of 
capital—A. No. There is no export of capital. 
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By Mr. » era 


Be You have to find an American buyer?—A. Yes, there must be an Ameri- 
can . buyer for the Canadian security which is sold. . That is the reason why 
ansactions of that type have been permitted, They leave Canada’s net inter- 
nh ational position just as it was before. If one takes the case of a Canadian 
sect ity being exchanged for an American security by a Canadian, then when 
ay the dust is cleared away after the transaction, what you have is increased 
Janadian holdings of American securities and increased American holdings. of 
Canadian securities, with Canada’s net international position unchanged, and 
with ae Canadian holding the security that he wishes to hold. 


By Mr. Hackett: 


~ Q. Then you do control the proceeds of the sale of the American security 
it Bethe American market?—A. Yes. We do ensure that if a security is sold In 
the American market, that either the proceeds are— 

me. ). Reinvested?—A. -Reinvested in another American security. 

—  Q. Or brought home?—A. Or brought home. 


r By Mr. Jackman: 
— Q. Of course, the difficulty of dneenline under that policy for a soot many 
a was that Canadian securities as a class—I am not speaking of bonds so 
uch, but rather of industrial securities—sold in the American market not only 
Eat a disparity of 10 per cent to equalize the exchange rate but you had to add 
another 10 per cent on because of very poor markets in the United States for 
Canadian securities at that time. Even to- day while you have not got such a 
- wide spread, you still have to pay an extra per cent or so in order to get 
_ American funds through the sale of Canadian securities in the United States, and 
_ you have not got freedom. You may want to sell down there one day and bring 
_your funds home here, and then you may want to go back there. You have 
- to go through this very complicated process. As I see it, it does not affect 
ae board one way or another. You end up the same, except at considerable 
cost to the individual —A. I could not agree with that. 
4 QQ. Which part do you not agree with, if you agree with the 10 per cent 
Be range fund and agree with the 10 per cent discount on top of that for three 
or four years with the United States. That is a fact. There is no question 
B about that—A. That is a fact; and it is precisely because of that fact that I 
a myself unable to agree with the inference you draw from that. When 
are is a 10 per cent discount on the price of Canadian securities in the American 
market as compared with the exchange rate— 
‘2 @. Over and above the exchange rate—A. Over and above the exchange 
rate, then admittedly it 1s difficult for Canadians who wish to invest in American 
- securities to do so via the security route. 
B Q.. Yes.—A. But those are precisely the circumstances in which Canada 
isi in a difficult position. The discount that you speak of prevailed in the Ameri- 
ean market in 1940, 1941 and 1942. It would have been quite unthinkable at — 
E iha time, in the light of our exchange position, to have even, I suggest, held 
q ~ such a discussion as this as to the desirability of providing funds for investment 
Canadian securities. The security route is an expensive route at times when 
7 Canada’s exchange position is difficult. At times when the exchange position 
> is less difficult, then there may be, as you say, some additional cost involved. 
— But then, as I see it, the case that you are making i is not a case which is based 
upon any. general principle that it is desirable for Canadians to hold American 
= ecurities, to have additional investments abroad, or that it is desirable in 
_ terms of freedom or the liberty of the individual to hold his investment in the 


> 
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form that he likes. The case you are making, as it seems to me, is a case which — 


runs in terms of additional cost of one per cent through having to achieve the 
investment portfolio that he wishes via the security route. 


Q. You mean the whole thing boils down to the one per cent extra charge? y 


Is that the suggestion?—A. I think it does, Mr. Jackman. 


Mr. Jackman: I do not doubt that, at the present time, that is so. But 
you see, parliament. and all of us cannot know everything about other people’s 


business. We live in a highly complicated world to-day and businessmen can 4 


much better run their own shows than to have regulations forced on them which 
are not necessary. You often have situations like that arising where a man, 
as a result of the sale of securities in New York, may have a substantial cash 
balance lying idle in the bank there. At the same time he wants to do a 
transaction in Canada. He would use that cash if it were readily convertible 
from one currency to another, but he cannot do that without this extra cost which 
is troublesome to him as well as expensive, so he has to borrow money from the 


bank to-day in order to finance something in Canada whereas he might be using © 4 


his own funds. It is not only a matter of cost. It is the worry and bother of 
it all. All these things tend to discourage businessmen from going ahead and 


creating business and employment. That situation which I have mentioned to 


you happens not infrequently in certain types of business. What I am suggesting 
is that the board just cannot see the problems of every businessman, and they 


are multifarious; and the more freedom we can give him to create business him- 


self, the better off the community is. 

Mr. Macponneuu: May I suggest, arising out of this, that perhaps Mr. 
Rasminsky will connect this in his mind with the general observation I made 
earlier about the extent of operations which we have to take into account; and 
perhaps also he will consider, arising out of his own answer the other day and 
notwithstanding the qualifications he has made.to-day, the extent to which the 
governmental authority, the control board, if it has power to impound securities 


at any time, can protect itself. And in arriving at that conclusion, I take it that — 


it has always to be borne in mind that the Foreign Exchange Control Board in 
its powers is not confined wholly to assets it has from time to time, but it has 
those large resources which it can get from the government of Canada so that 


you do have time to turn around. If the emergency comes and you need to 


impound those securities, you do not have to do it overnight. You have a 
little elbowroom. | 

The Witness: Of course, in this legislation, there is no power to do that. 

Mr. Macponneutu: No. I am suggesting that you consider whether you 
should take that power. I am throwing that out as a possible way of escaping 
from rigidity. : 

The CHAIRMAN: Of course, that would be a very difficult thing to do, As 
Mr. Rasminsky has pointed out, if it became necessary to exercise it, it would 
occur at a time when holders of these securities would feel that they were being 
very unfairly dealt with through their securities being taken on a low market. 

Mr. Macponneiu: I am just suggesting the possibility of it. 

The CHAIRMAN: Subject to that, shall we carry section 19? 

Mr. JAcKMAN: Mr. Chairman, may f just point this out to the committee, 


on this business of running everybody else’s business about which we cannot ~ 


possibly know very much. I noticed an advertisement in the American Financial 
Journal some time ago as follows: ‘American-made markets in Canadian 
securities.” I wondered to myself why on earth there was an advertisement like 
that, and what the meaning of it was. Why did they not quote the Canadian 
market. The answer is that the American who buys Canadian securities just 


cannot buy them in this country, take them home with him if he likes or leave 2 
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Bi here and sell them in Canada and get the money back again. So what 
_ happens is that we maintain the Foreign Exchange Control Board as a direct 
~ cost. I will not say the cost is not worth it, but there are great costs in main- 
 taining-this Foreign Exchange Control Board. You have Americans who want 
_ to participate in the economic development of this country so they buy Cana- 
dian securities, not in Canada. They buy them:in the United States; whether 
_ they buy from other Americans or where they get them I do not know. But 
- it has become a very extensive business, so extensive that there are actually 
markets there; they are not formal exchanges but they are called ‘over the 
counter markets”. You buy Smelters or some other Canadian stock—say 
_ Shawinigan, Canada Power or something of that kind—in New York and you 
sell it in New York. The Canadian financial community, among whom there 
are many respectable people—the taxpayers of this community—are done out 
of that business because there is not the freedom of exchange which normally 
prevails, and you have an advertisement like the one I mentioned, ‘“American- 
- made markets in Canadian securities.” I think it is a reflection on our com- 
munity and means taking away a substantial part of the income of many of 
those interested in the financial business. 

Mr. Buackmors: Is not the object constantly to be kept in hd the welfare 
of Canada? 

Mr. JACKMAN: That is right. 

Mr. QuEutcH: I think that is an important point, Mr. Jackman has stressed 
the fact that the business man will know best what result a certain transaction 

will have on his own business. On the other hand, surely he must concede that 
the Foreign Exchange Control Board will know best what the effect of that 
transaction may be upon the national economy or the aggregate of such trans- 
actions. 

Mr. JACKMAN: We admit that. 

Mr. QuELcH: That is a very important point. 

Mr. JAcCKMAN: Yes. These transactions, as I am endeavouring to explain, 
do not affect the economy one way or another. As Mr. Rasminsky has said, we 
are allowed to trade in a certain class of security, what you have in American 
securities you can trade within a certain class. But the American cannot come 
over here and buy a Canadian security, sell it and take back his funds. 

Mr. QueLcH: You referred to 1940. At that time it would have had a 
detrimental effect upon the economy of Canada. 

‘Mr. Jackman: I do not think the operations I am suggesting have very 
much effect. 

Mr. BuackMoreE: Does this Foreign Exchange Control Board control except 
in the interests of Canada? 

The CuarrMan: I think the point has been fully developed. I know Mr. 
Rasminsky will turn it over in his mind. Subject to the reservation suggested, 
‘shall we carry sections 19 to 22? 

Mr. Buackmore: Mr. Chairman, could we not have an answer to that 
question? It is a simple question. 

Mr. Rinrret: That comes under section 23, does it not? 

Mr. BuackMoreE: Well, the question has been raised. I resent having the 
clamps put on when I start to talk. We have listened to these questions for a 
long time. I want to go into this thing. Does the Foreign Exchange Control 
Board exercise control in respect of any security except when it does affect the 
economy of Canada? 

The Wirness: Except one that does what? 

Mr. Buackmore: That does affect the economy of Canada. 
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The Witness: No, sir. ate ~ 

Mr. BLAcKMORE: Well, that is the answer to the whole question. 

~The CHatrMAN: I uudenatoud, Mr. Blackmore, that you had made a 
statement and I did not think anyone was objecting to sree | was not teat 
to shut off discussion. 

Mr. BuacKmore: I had asked a question. 


The CHaArRMAN: But I did think we had canvassed this problem pretty fully 
and that the time had arrived when we should, in fairness to the witness, carry 
sections 19 to 22. 


Mr. JACKMAN: In fairness to the witness? 
The CHAIRMAN: Yes. 
Mr. JacKMAN: What about fairness to the people of Canada? 


The CHatrMAN: It is not fair to Mr. Rasminsky that after a point Has been © 


fully gone over, it should be further elaborated on. 

Mr. JAcCKMAN: Let me have this clearly stated as an answer sik Mr. 
Rasminsky. If the $500,000,000 which we are talking about being either in the 
fund or in the hands of Canadian nationals were invested in American securities, 
where would it likely have the greater earning power? 

The Wrrness: Mr. Jackman, if you give me a list of the security portfolio 
in which the $500,000,000 is invested, I shall try to tell you. 

Mr. JAcCKMAN: You tell me what your portfolio yields and I will tell you 
what the public portfolio would yield. 


Mr. Rinrrer: Might yield. 
The Witness: I am sorry, Mr. Jackman; I do not want to be— 


By Mr. Jackman: 

Q@. May I ask this question. Does your average earning rate on the 
$1,500,000,000 which you have in this fund equal 3 per cent?—A. No, sir. 

Q. No. Then what does the average security earn in New York on the 
stock exchange, whether it is common or preferred stock,—and I will even throw 
in government bonds? Taking the whole cross section, I think the average yield 
would be under 3 per cent. It is in that neighbourhood anyway. What I am 
suggesting is that if the board would see fit to allow Canadian nationals to hold 
some of this fund in American assets instead of them holding the fund them- 


selves, there would be greater earning power, and that earning power would also 


be in American funds and that is the very thing the board wants. I want to be 


sure that there are very strong reasons why the clamps should be put on ~ 


acquiring United States funds for capital investment in that country as against 
holding those funds in the Foreign Exchange Control Board. The points I have 
mentioned are sound and the earnings would be greater——A. Mr. Chairman, the 
Minister of Finance in a rather extensive statement introducing this measure 
gave the reasons why in the opinion of the government foreign exchange control 
should be put on a statutory basis. I have tried on two separate occasions 
when Mr. Jackman has raised this particular question to answer him to the 
best of my ability. If it is your wish, or the wish of the committee, that I 
should repeat the evidence I have already given twice before, I will be glad tu 
do so. 

Mr. Martier: I do not think that is a question we should diacues here. 
That is essentially a question of principle, whether or not we should have a 
control board, and I submit, Mr. Chairman, that question of principle has 
already been decided by the House. I do not think it is the duty of this 
committee to decide whether we will have a control board or not. Mr. Jackman 
may be right that money in the hands of the people will earn more revenue 
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than it. would if it were left in the hands of the Foreign Exchange Control 
Bow but there have been many reasons given for that. I do not think it is 
: ‘the committee to discuss that point. The point we have to discuss is, if 
“we Ehave to install a control board, in what form we should do it. I take that 
ie to be the duty of this committee, I think we should proceed with it. 

' ~— Mr. Hacxerr: Mr. Chatiean; before we become too difficult, I wonder if 
ite question asked by Mr. J ackson could be answered by Mr. Rasminsky. 


Mr. Marier: It has already been answered once or twice. 


‘Mr. Jackman: I think I have already got the answer I asked for, Mr. — 
5 Rasminsky said that this fund would not earn more than three per cent. 


+ The Cuartrman: Well, while we are on that point shall we carry sections 
: 19, 20, 21 and 22? 


_. Mr. Hacxerr: Just a minute, Mr. Chairman; has this information been 
_ given? What is the charge on forward contracts? 


The Wirness: It is one-sixteenth of 1 per cent per month. 


_ ~Mr. Hacxerr: One-sixteenth of one per cent per month? 
i; The Witness: Yes, sir. 
| The CuHairMAN: Section 23, Canadian currency transactions involving non- 
residents. 
9 _ Mr. Lesace: We have been discussing that all afternoon. 
= The Cuarrman: But is it carried? 
| Carried. 


Mr. MacponneE.LL: Just a minute, Mr. Chairman, would that be the appro- 
_ priate section under which to discuss the question of the import and export of 
- capital transaction? 

The CHAIRMAN: Yes. 


Mr. MacponneEuu: Then I think my question which I raised comes in here. 
mI would as a matter of fact have liked to have had it left over until the witness 
had time to thmk about it. 


The Witness: May I point this out, Mr. Macdonnell, that in this measure 
as drafted there is no provision which says that there will not be an import of 
4 Beata or that there shall not be an export of capital. All this measure does 
& ls. to provide the machinery for control. 


Mr. Hacxerr: Whereby discretion by somebody may be exercised. 


The Wrrness: That is right, Mr. Hackett; but the question of the precise 
restrictions which may be applied from time ‘to time is a question which I 
suggest is distinct from the question of machinery of control. 


FF The Cyaan: I am quite willing, Mr. Macdonnell, to reserve your right 
_ so that if you wish to move a vote of the committee on it after Mr. Rasminsky 
_ makes his particular offering on the point raised, you may do so. 


4 Mr. Macponnetu: Perhaps I might make more specific what I had in mind. 
Mr. Rasminsky I think has referred to-day to certain practices which have 
. arisen under which the board has been given a great deal of freedom along 
certain lines to provide for certain types of business carried on. Am I right? 
» The Wrrness: That is right, sir. 
‘Mr. Macvonneti: Now, Mr. Chairman, it is that kind of thing that I 
~ had in mind when I said if the board should make public the general principles 
on which it acts and not leave the situation as it is now to a wide open discretion. 
The board I think are acting sensibly and in’a businesslike way; but what I 
be ee is that it were possible, and I hope it may be possible, for the board to 
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outline certain general rules which will guide its proceedings. For example, — 
these things which have been indicated might be among them. What Iam ~— 
trying to get is a general indication of practice. a 

The Wirness: Yes. In this report, to take one example, Mr. Macdonnell, — 
there is a fairly extensive outline of the board’s practice as regards different — 
types of transactions and also in the instructions to security dealers, of which 
you were given a copy the other day. 


Mr. Macponnewu: Those instructions, if I may say so, seem to apply purely 
to techniques, if I remember correctly. There is no statement of the general 
policy which is guiding the board. Now, you say in the report of the board 
itself. I haven’t that in mind. That may be another indication, I should check 
up. The kind of thing which I wish you could state for us is the general 
principles under which you operate. I appreciate that you must reserve for 


yourself some power in your capacity; but in my mind, as I said last night, it z 


is all working in the direction of controls and not of the freedom of the 
individual. 

The CuHatrmMan: Then, Mr. Rasminsky, may I ask that you prepare yourself 
as to the answer on the points raised by Mr. Macdonnell with respect to general 
principles which guide the practice of the board, so that we may. have it at the 
next meeting we have on this subject. 

Before we adjourn, we are not sitting tonight, so I assume that our next — 
sitting will be tomorrow afternoon, and there are three private bills that are 
pressing for attention. Is it your wish that we should deal with them at the 
opening of our meeting tomorrow? I fear they will take most of our time. 

Mr. Hackett: Are they ready for distribution? 

The CHAIRMAN: Oh, yes, they are distributed. 

Mr. Hackett: Do they relate to income tax and succession duty? 

The Cuatrman: No, they are private bills, two of them to amend existing 
Acts of. incorporation of insurance companies, and one to incorporate a co- 
operative life insurance company. 

Then we will sit tomorrow afternoon at four o’clock. 

Mr. Jackman: I should like to ask the witness one more question before — 
we adjourn. I wonder if the witness will be good enough to provide tomorrow ~ 
a breakdown of the $500,000,000 of capital investment of United States citizens — 
during the last five years? 

The Witness: A breakdown of the various types of securities? 

Mr. JACKMAN: Yes, such things as government bonds and major items 
such as electricals. 

The Wirness: I can give you all the information I have on that now. 

Mr. BuackmorE: While Mr. Rasminsky is looking that matter up I wonder 
if there is any reason why Mr. Jackman could not provide Mr. Rasminsky with- 
a portfolio to take with him so that Mr. Rasminsky will be able to answer his 
question specifically. I have a feeling that Mr. Jackman didn’t get satisfaction. 

Mr. JAckMAN: Oh yes, I did. Mr. Rasminsky admitted that this would not 
earn 3 per cent. I wanted to know what it would earn had that amount been 
invested by private owners. He admitted that the average earning rate of 


board earnings from securities in the United States—government bonds and 


investments of that type—would not be 3 per cent. 


The Wirness: Taking into account possible capital eee I would not be | . 


willing to make any such admission. 

Mr. JACKMAN: I do not want to confuse capital with income. Did you not 
state that your fund did not earn 3 per cent on the average? 

The Wirness: I did make that statement. 
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= Mr. Jackman: To satisfy Mr. Blackmore, is it not a fact that the average 
~ return which might easily be obtained— 

a Mr. Brackmore: Suppose you name one specific security so we can get our 
. “teeth into it. 


Mr. JACKMAN: Very well, let us take United States Steel preferred stock. 
Mr. Buackmore: Is that a Canadian security? 


4 Mr. JACKMAN: No, it is one of the outstanding United States investment 
_ gtocks. What I am suggesting is that if our nationals were allowed to invest 
in American securities they would get higher returns and the country would have 
practically the same. My thought is that Mr. Rasminsky is hurting Canadian 
economy by insisting on this cash availability rather than by having the 
- equivalent in American securities held by Canadian nationals. 

_ Mr. Buackmore: I gathered from Mr. Rasminsky’s testimony that the 
board makes available American dollars for the purchase of American securities. 


, The Wirness: No. 
Mr. JAcKMAN: No, it does not, Mr. Blackmore; that is the whole point. 


“q The Witness: If I may say this, and I say it only because Mr. Jackman 
said that I was hurting Canadian economy; if Mr. Jackman feels that the 
possibility of individual Canadians earning more on investment in American 
securities than the exchange fund earns in United States dollar assets is a reason 
for doing away with exchange control, then it seems to me that he is taking into 
account only one of the many factors, and to my mind at any rate one of the 
q _ least important factors that have a bearing on the position. 

Mr. JAcKMAN: I will be the first to agree with you on that statement, but 
what I am suggesting is that there are two points to foreign exchange control, 
and I believe there are no two ways about it. I do not think we can extend 
as much good to the Canadian community by maintaining these controls as we 
can by having freedom. So, let us have freedom. 

Mr. BuackmorE: At some convenient time IT would like to have Mr. Jack- 
man prepare a statement by which he can establish his points and then come 
and give it to us. 

The CHartrMAN: I think the point has been clearly made, if the Foreign - 
Exchange Control Board should be willing to buy the type of securities that 
would yield a higher rate of interest, why then of course the Foreign Exchange 
Control Board would earn comparable interest; but, is it wise for the Foreign 
3 Exchange Control Board to speculate? 

Mr. JACKMAN: It is a small point, that is all. It is not going to stop them, 
Canadian nationals will do it. | 


Mr. Lesace: In other words, playing the stock market. 


ap 
7 


The committee adjourned at 6.00 o’clock p.m. to meet again tomorrow 
Thursday, July 18, 1946, at 4.00 o’clock p.m. 
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MINUTES OF PROCEEDINGS 


Turspay, July 23, 1946. 


oe The Standing Committee on Banking and Commerce met at 4.00 p.m., 
the Chairman, Mr. Cleaver, presiding. 


_ Members present: Messrs. Argue, Breithaupt, Cleaver, Cote (St. John’s- 
Iberville-Naprerville), Dionne (Beauce), Fleming, Gour, Hackett, Harkness, 
Hazen, Irvine, Isnor, Jackman, Lesage, Macdonnell Ei astone OMERED Marier, 
_ Marquis, Mayhew, Rinfret, Thatcher. 


F. In attendance: Mr. R. W. Mayhew, M.P., Parliamentary Assistant to the 
~ Minister of Finance; Mr. Louis Rasminsky, President (Alternate) and Mr. R. H. 
‘e ‘Tarr, Secretary, Foreign Exchange Control Board. 


The Committee continued its consideration of Bill 195, an Act respecting the 


F Control of the acquisition and disposition of Foreign Currency and the control 
‘ of transactions involving Foreign Currency or non-residents. 


- Questions were answered by Mr. Rasminsky and Mr. Tarr. 
Clauses 23 and 24 were adopted. 
Clause 25 stand. 
Clauses 26 to 31 inclusive adopted. 
Mr. Harkness moved that clause 32 be deleted. 
Motion negatived on division: Yeas 4; Nays 6. 
Clauses 32, 33 and 34 adopted. 
Clause 35 (1) and (2) adopted and sub-clause (3) allowed to stand. 
Clauses 36, 37 and 38 adopted. 
Ce Clause 39 (1) adopted and sub-clause (2) stand. 
Clause 40 adopted. 
At 5.30 p.m. the Committee adjourned until 8.00 p.m., this day. 


EVENING SITTING 
a ~The Committee resumed at 8.00, Mr. Cleaver, presiding. 


| Members present: Messrs. Belzile, Blackmore, Breithaupt, Cleaver, Dechene, 
Irvine, Jackman, Lesage, Marquis, Mayhew, Queleh, Rinfret, Ross (Souris), 
Sinclair (Ontario). 


The Committee gave further consideration to clause 41 under discussion 
at the time of adjournment. 

The clause was allowed to stand. . 

Clause 42 (1) and (2) adopted and sub-clauses (8) and (4) stand. 

' Clauses 43 to 74 inclusive adopted. 

At 9.15 p.m., the Committee adjourned until 4.00 p.m., Wednesday, July 24. 


4 R. ARSENAULT, 
4a | Clerk of the Committee. 
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P 
department’s reasons for coming to the conclusion that this Act comes within — 
bes 91 of the British North America Act. I think at the time I ape ae 4 
that up— 4 
The CuamMan: We will come back to section 25. 
Mr. Hazen: —I suggested that something should be done about phe 
The CuartrMAn: We will come back to section 25. 

Mr. Tarr: I may say that after Mr. Hazen raised the point I was in touch 
with \.. Varcoe who undertook to write to you— 
The CHAIRMAN: I have not yet received it. 

Mr. Tarr: —giving the opinion of the department. I understand the letter 
has been prepared. I thought you would have received it. 
The CHAIRMAN: Section 25 stands. 


By Mr. Hazen: 


Q. There is another question I might ask about it now. I should hke to 
revert to the farmer we were talking about the other evening. The question I 
want to ask is this. If a Canadian farmer sells his farm here with the intention 
of going to the United States and is permitted by the United States authorities to 
enter that country how much capital is he allowed to take with him?—A. The 
answer to that, Mr. Hazen, is that he would apply for a change of status to be 
recognized as a resident of the United States instead of a resident of Canada. 
Without any particular reason for going, there is what you might call an 
exemption applied by the board to the extent of $5,000. Anyone could go to — 
the United States without any particular reason and transfer capital to the 
extent of $5,000. If the amount were larger, then it would be considered in the 
hght of the policy regarding change of status from time to time. 

Mr. JAcKMAN: But that $5,000 is purely in the discretion of the board? 


Mr. Rinrret: No. 


By Mr. Jackman: 

Q. Is that a statutory right?—A. No. It is within the danreuags of the board. 

- I thought Mr. Hazen was asking me what policy would be applied at the Pres 
time. 

The CHarrMan: Section 25 stands. 

Mr. JACKMAN: May I ask this question? He can get that $5,000 right away. 
Of course, that is not enough to set him up as a farmer in Massachusetts or - 
Vermont or wherever he wants to go. Can he get more the succeeding year under 
the present policy? : 

The CHAIRMAN: Section 26. 

The Wirness: I have not answered Mr. Jackman’s question yet, Mr. Chair- 
man. : : 

The CuarrMan: All right. 

The Wirness: He would be given no undertaking from the board that he 
could get further amounts in a later year. If he applied later and it appeared 
that he had in fact settled permanently in Vermont, then as I said the other day 
in reply to a similar question, the board may recognize that his status had in 
fact changed and allow an additional amount of capital to be exported. 


By Mr. Jackman: 


Q. If the board does accept his status in the United States as a resident 
and with domicile there, what change does that make under the present Act in 
regard to his property back here? How much better off is he in dealing with ~ 
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“his Canadian property as a recognized resident of the United States than he is 
before the board recognizes him as a resident?—A. As a resident of the United 
_ States he would be free to export any securities that he might hold from Canada 
_ and sell them on the American market. 

- _~-Q. Even if they were American securities, he could do that?—A. Whether 
_ they were American or Canadian securities, as a resident of the United States 
_ he would be free to withdraw his securities physically from Canada. If he had 
any Canadian cash balances in the form of bank deposits, he would be free to 
_ dispose of them through the unofficial exchange market by selling -them to 
another non-resident and consequently converting them into United States 
- funds. 

, Q. That again is discretionary with the board. There is nothing legislative 
in the Act yet to give him that right, or to give him that as of right. It is a 
discretion with the board?—A. Those policies I have described are policies 
~ which have been consistently applied from the very beginning of the administra- 
_ tion of exchange control, but they are not written into the legislation. 


Mr. JAcKMAN: I think Mr. Macdonnell did ask, Mr. Chairman, that at 
least a minimum be written into the Act so that an individual had it as of right. 
_ As Mr. Rasminsky says, it has always been the policy of the board; and I 
_ think that is one of the matters that was to be disposed of. 

The CuHatrMAN: That is one of the matters we reserved. Section 26° has 
_ been thoroughly canvassed, gentlemen. 


By Mr. Jackman: 


A Q. May I ask Mr. Rasminsky how large, in relation to the official United 
_ States exchange market, is the unofficial market in Canadian dollars? I just 
- want an estimate.—A. It is very narrow, Mr. Jackman. If one takes into 
- account all our transactions with all parts of the world, the unofficial exchange 
_ market would, I think, not account for as much as 2 per cent. of our total 
financial transactions with non-residents. If you take transactions with the 
_ United States alone, then you would get a somewhat higher percentage, but it 
_ would still be quite a minor fraction of the total exchange market. 

i Q. If you were to take the transactions on the unofficial market in the 
United States to represent capital transactions as against the stricly capital 
_ transactions to which the board gives approval here, would it be a substantial 
- percentage or not? When you take the merchandise transactions undoubtedly 
_ your total is greatly swollen—A. Yes. 

: Q. Would it be substantial? Just give me a guess——A. Of course, one 
- would get a higher figure if one expressed unofficial exchange transactions as a 
percentage of the total capital transactions; but it still would be the case, I 
think that the bulk of the capital transactions which take place, take place 
- through the official market and not through the unofficial exchange market. 


+ The CuarrMan: Section 26 has been very thoroughly canvassed: before. 
_ Shall section 26 carry? 
Some Hon. Mremprrs: Carried. 
Mr. JAckMAN: May I ask a question in connection with section 25 (c)? 
~The CHarrMAN: We are not on that. That stands. 
Mr. JAcKMAN: Yes. But we let it stand for a particular enquiry, did we 
~ not? 

The CHAIRMAN: Oh, well, if it stands, it stands. Section 26 has already 
been fully discussed from every peat viewpoint. Shall section 26 carry? 


Carried. 


162 _ STANDING COMMITTEE 


Then section 27. 

Mr. Jackman: It is hard to read them that quickly. — 

Mr. Rinrret: You should have read them before. _ 

Mr. Jackman: I have probably read them more often than you have. 
Mr. Rinrret: That is possible. 


Mr. Lesage: Carried. I think the members of the committee should have 
read the sections before this. 


The Cuatrman: Oh, Mr. Jackman has read this section many times. Is 
section 27 carried? 

Some Hon. Mremserrs: Carried. 

Mr. Jackman: The point I am raising there is that in a number of these 
sections we seem to be taking jurisdiction over non-residents. Under section 
27, for instance, subsection (2) we find:— 

(2) No non-resident shall, except in accordance with a permit 

(a) sell any securities in Canada or for delivery in Canada; 

Mr. Marigr: It is for our own citizens. 

The CHAIRMAN: It says that no resident shall. 

Mr. JAcKMAN: No non-resident shall. 

The CHAinMAN: No resident shall. 


The Wrrness: If you look at section 26, subsection 2, you will find that it 


reads:— 


No non-resident shall, except in accordance with a permit, (a) sell — 


any securities, in Canada or for delivery in Canada or (b) purchase, 
acquire or accept delivery of securities in Canada from a resident unless 


a permit has been granted to the resident authorizing the sale, transfer, — 


assignment or delivery of such securities to the non-resident. 


Mr. JAckMaAN: That is controlling the resident. That is quite all right, but 


under section 27, subsection 2 it clearly says no non-resident shall. 
- Mr. Rinrret: That is what Mr. Rasminsky just read. 
Mr. Lesace: That is what he read. 


Mr. Rrnrret: He made the wrong reference to section 26. He was reading 
from section 27, was he not? c 


The CHAIRMAN: Yes, he was. 
The Wirness: These transactions do take place in Canada, Mr. Jackman. 


Mr. JACKMAN: That gives us Jurisdiction over them except that many trans- 
actions take place on the telephone from the United States with Canadians. 


The Wirness: It is regarded as essential for the effective administration of © 


this provision that there shall be jurisdiction against a non-resident who comes 
into Canada and physically sells securities for delivery in Canada. 


By Mr. Jackman: 

Q. If he comes into Canada I can see that, but he does not need to come 
into Canada. It is as simple as telephoning from here to Montréal.—A. Even 
if he does only that it is regarded as essential for the attainment of the objectives 
sought that there shall be jurisdiction Hees a non-resident who causes securities 
to be sold in Canada. 

Q. How do you enforce it? How do you exercise any sanction against him? 

Mr. Tarr: You only can if he is physically in the country. 

The CHaiRMAN: Or in regard to the registration of the securities. That is 
in section 28, the very next section we come to. 
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. x Mr. Jackman: Lots of ihneter offices are in New York. 
The CuHarrMan: Section 28. Shall section 28 oarry? 
o> 2Carried: 


Section 29. 


4 Mr. Harkness: There is one thing under section 28. Why is the last para- 
‘y graph of that necessary? Why should the board refuse to recognize the change 
_ of address of a person from Italy to Mexico, for example? 


Mr. Irvine: Scarcity of houses. 


The Witness: The beard would not in point of fact refuse to. This merely 
gives the board the power to refuse to recognize a change in registration from 
~ aresident of one country to a resident, of another. An important reason for asking 
for that power is as a measure of co-operation with the sterling area exchange 
controls. Let us take the case of a Canadian security some of the shares of 
which are registered in the name of a resident of the United Kingdom. If that 
- resident of the United Kingdom quits the United Kingdom contrary to the laws 
of that country and removes himself to the United States this would give power 
to refuse to recognize that change of address. The power is important not only 
as a measure of cooperation with the United Kingdom exchange control autho- 
__ rities but also the point of view of Canada’s own interest in the matter. Because 
so long as that security is registered under a United Kingdom address the divi- 
-  dend payments are made in the form of sterling which serve to increase the 
_ British purchasing power in Canada. If the securities are registered under a 
United States address then under board regulations the dividends would be 
Bee ruble into United States dollars and would represent a drain on Canada’s 
United States dollar resources. The same would, of course, apply to maturities 
of such securities and eventually to sales of the securities if sales were 
- permitted 


By Mr. Jackman: | 
Q. Under section 28 (2) it says:— 


&e The board may by regulation prohibit or impose conditions upon (a) 
ie the transfer or registration of any transfer of Canazian securities between 
"~~ non-residents. 


~ Some of our Canadian companies like International Nickel and the banks, I 
believe, have registration and transfer offices in New York city. How does the 
board exercise jurisdiction over transfer there between non-residents? Have 
you sought to do that yet? Suppose two Americans hold International Nickel or 
q better, a strictly Canadian stock hke Royal Bank. Have you any right to 
- impose restrictions there? 


e. The CuarrMANn: You refer to 2(b) which reads: — 

* (6) The transfer of Canadian securities to a register in Canada from a 

a register elsewhere or between registers outside of Canada. 

P The Witness: We have no power over transfer agents outside of Canada. 

_ They are beyond the jurisdiction of this measure. 

‘= By Mr. Jackmans 

+ Q. You cannot exercise power through the head office in Canada on their 
_ transfer agency in a foreign jurisdiction? —A. We have not sought to do so, but— 

a By Mr. Hazen: 


.y Q. In 2 (b) you say, “or between registers outside of Canada.” Have you 
- made an attempt to do so there? I do not know how you could possibly do it 
but is that not what you are proposing to do by those words? 
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The CHAIRMAN: 2 (b): 


The Witness: Mr. Hazen, this applies, of course, only to Canadian com- 


panies. The cases contemplated in the words you read out are cases where 
transfer from one transfer agent outside of Canada to another transfer agent 
outside of Canada had to be effected through the intermediary of the head 
office in Canada. It applies only to the head office in Canada or transfer agents 
in Canada; those are the only people over whom the board would be able to 
exercise any jurisdiction. 

The CHAIRMAN: Section 29, board may require residents to bring securities 

into Canada. 

Mr. Hazpn: What is the penalty provided if a person refuses to bring 

securities into Canada? 

Mr. Lesacs: Section 60. 

The Wirness: Under section 60, subsection 2, 

(2) Every person guilty of an offence under this Act for ait no penalty 
is provided under subsection 1 of this section shall be liable, on sum- 
mary conviction, to a fine not exceeding $2,000 or to imprisonment 
for a term not exceding twelve months | or to both such fine and such 


imprisonment. 
The CHAIRMAN: Shall section 29 carry? 
Carried. 


Mr. JacKkMAN: I have another question I want to ae in relation to sec- 
tion 28. These things are all very complicated. I am sorry to take up so 


much time of the committee but I do not know how we can get a thorough ~ 


understanding of the workings of this Act and find out whether it is as good an 
Act as we should have unless we cam get some of these details. As the witness 
said the board cannot exercise jurisdiction over transfer offices in another country. 


The CHAIRMAN: Except through head: office. 
Mr. JAcKMAN: I realize that, but what is to prevent a person removing him- 


‘self to the United States and before he does so buying all the sterling he wants, 


which the board is only too willing to sell, and using that sterling to purchase 
C.P.R. stock on the London register, and then after he removes himself to the 
United States asking that his stock—if the English regulations will allow him 


to—be sent over to the United States and transferred to the American register 


where he is perfectly free to deal with it? In that way he has his capital in 
the United States and he has not violated any rules or regulations of the board 
in Canada. . 

The Wirness: You have yourself given the answer to the question, that 
the British regulations would not permit him to do it. So far as the initial 


transaction is concerned, the purchase of sterling from the board, that is perfectly _ : 


within his rights as a resident of Canada, but I believe that at each subsequent 
stage of the transaction as you outlined ‘it he would come into conflict with a 
regulation under the United Kingdom defence finance regulations. 

The CHarrMan: Section 29, board may require residents to bring securities 
into Canada. Shall that carry? 


By Mr. Harkness: 

Q. It seems to me that section 29 is pretty drastic. I would also think it 
would operate so as to discourage people with assets abroad from moving into 
this country . In other words, probably a lot of prospective better class immi- 
grants would be discouraged: from moving into the country because as soon as a 
man gets here and becomes known as a resident then he may be forced to bring 
all his assets here. It seems to me that it is a pretty drastic power to take. 
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By Mr. Hackett: 
-—-Q. Was that power not exercised during the war over all bank accounts 
Pacihere? People had to bring them home?—A. That was the power under the 
_ foreign exchange acquisition order of May, 1940, which did require persons in 
possession of foreign currency bank balances to sell them to a bank in Canada. 
- There have been very rare occasions when the board has had strong reasons to 
believe that a breach of the foreign exchange control order was contemplated 
or had been committed by someone whose securities were physically located 
outside of Canada on which the board has in the past required those foreign 
securities to be brought physically to Canada. There have been a very few 
cases where that has been done. It is a protective clause which it was thought 
_ desirable to have but which would not normally be used. It would give the - 
board some protection against cases of that type. 


By Mr. Harkness: 


Q. Do you think it ig necessary now that we are in a period of peace?— 
vA. Yes I think, on ae agen Rae log ee measure 1s sepia or a clause 


The Giinent Shall section 29 sree 
Carried. 


Section 30, Governor in Council may require residents to report ownership 
of foreign securities, 


Mr. Hackett: That is the same idea. 

The Witness: That is merely reporting. 

a Mr. Jackman: I just wish to put on the record that whereas the acting 
- minister of finance said there was nothing under this Act to compel one to vest 
one’s securities nevertheless these two clauses, 29 and 30, do compel information 


- and also the physical importation of the securities, which is the next thing to 
vesting. 


‘The CHAIRMAN: Very nee Shall section 30 carry? 
Carried. : 
Section 31, Transfer by resident to non-resident. Shall section 31 carry? - 


By Mr. Hazen: 


20 Q. I should like to ask why the trust is restricted to a trust under a will?— 
LZ _A. To what section are you referring? 
: Q. Section 31 (1) (a). 


Mr. Lesace: It is equivalent to a transfer of property. 


Mr. Tarr: If a resident could during his lifetime place in trust for @ non- 
resident any property in Canada it would really have the same effect as an 
A A outright transfer of it to him. 


| Mr. Hazen: It would all depend on the terms of the trust. It would not 
_ necessarily be an outright transfer of property. 


Mr. Tarr: That section merely states that no resident shall, except in accord- 
‘ance with a permit, place in trust for a non-resident. Property under a will 

_ willed to a non-resident is permitted to be transferred. In many cases we have 
given the necessary permit under similar provisions to this with respect to 
establishing a trust in favour of a non-resident that would only vest property 
in a non-resident at the time of the death of the person who placed the property 
gi in trust, which is equivalent really to a trust created under a will. 


The CHArRMAN: Shall section 31 carry? 
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Mr. Hackerr: Just a moment. I was trying to find out exactly what is 
behind section 1 (a). A disposition by a will is beyond the control of the 
section; is that it? 

Mr. Tarr: A resident of Canada rieods no permit from the haan in order 
to give property to a non-resident under a will. 

Mr. JAcKMAN: This section it seems to me quite a eaaaniyy runs against 
the example I gave some meetings ago of where a grandmother makes a distribu- 
tion of assets at Christmas time to her grandchildren, some of whom are resident 
in the United States, and she automatically constitutes one of the relatives in 
Canada as trustee pending the time when a permit for export may be given. 


The CuatrmMan: Should we amend section 60 and say that no grandmother 
shall be punished under that section? 

Mr. JAcKMAN:. Sometimes you get a principle even from a grandmother 
if you listen carefully. What I am suggesting is that there are penalties under 
the Act and yet here is a perfectly innocent transaction of an elderly woman 
who gives presents to her grandchildren, and because the securities are not 
immediately exportable, or no application has ‘been made to the board for a 
licence, someone in Canada is constituted trustee. It may not be by formal 
document, but they have the securities and are holding them in trust for the 
grandchildren i in the United States. Yet that is a clear violation of section 31. 
IT am not going to suggest that the board is going to enforce the penalties, but I 
do not think that people should be compelled to break laws innocently if the 
_board does not require all these powers. 


The CuarrmMan: How would you suggest that section should be worded so as 


to protect the board and have an enforceable exchange Act controlling dealings — 


in foreign securities? How would you suggest that section 31 should be amended 
so as to protect these innocent offenders? 


Mr. Jackman: I do not know, but I am very interested in the innocent : 


offenders. 


The CHAtRMAN: You should judge the board by its performance in the past, 


I would suggest. I have no knowledge of any innocent offender pepe prosecuted 
or even threatened. 


Mr. JAcKMAN: I have not either, but it is not pleasant for a citizen to 


feel he has violated the law, and he might be not only prosecuted but persecuted. 
Mr. Hackett: Let us take an instance of a man in the United States and 
somebody wishing to go bail for him. I take it under this section he would not 
be able to put up either currency or export securities for that purpose? 
The Witnesss: I do not know whether it would be under this section or under 
some other section, but he could not put up bail in the form of cash or securities 
without a permit. from the board. That is right. 


By Mr. Hackett: 


Q. Would the board have the power to enable him to do that?—A. Oh yes, 


there is no question of that; Section 31 (1) reads:— 


“No resident shall, Bcept in accordance with a~ permit”, do various things. ze 
All the operative provisions are drafted in terms of permits being required. I do — 
not think that there is a single type of transaction which this measure itself — 


prohibits. 
@. That is all I want to know. 


By the Chairman: 
Q. Do you know any way, Mr. Rasminsky, in which Mr. Jackman’s question 
could be met of a person quite innocently setting up a trust simply for the 
purpose of making a property division among members of the family and with 
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Pag. the slightest intention of aheeating to violate the provisions of any foreign 
a exchange requirement.—A. Apart from the courts, the only protection I know 
of against arbitrary action on the part of the board in persecuting or prosecuting 
q ‘innocent people is to have a management of the board in which you have 
confidence. 


By Mr. Jackman: 


@. May I ask again just why this board must have this clause against plac- 
ing in trust for a non-resident? I think you did mention it at the beginning. It 
constitutes a sale or something —A. The placing of property in trust constitutes 
an alienation of assets from the Canadian economy to a foreign economy if 
the trust is created on behalf of a non-resident. 


Mr. JACKMAN: Physical possession of the securities, of course, is still here. 


By Mr. Hazen: 


Q. If I place a certain sum of money in trust, or if a man living in Ouaa 
places a certain sum of money in trust to pay income to his mother who is an 
_ __ old lady living in the United States, and it is provided that on her death it 
shall go to a charitable institution here, is there, anything objectionable about 
7 that?—-A. That is not prohibited under this section. 

| Q. Yes, it is. It requires a permit—A. Yes, it requires a permit. 

@. Yes. Is there anything objectionable about that?—A. I doukt whether 
it would be possible to define in the legislation the types of transaction of this 

sort which are unobjectionable. 

Q. What I am trying to get at is this. What types are objectionable and 
what types are not objectionable?—A. The types which are objectionable are 
those which have the effect of constituting an export of capital which is against 

i the government’s export policy at the time. 

Q. Is it necessary to have such broad words to cover that objection?— 
_ A. The creation of a trust in favour of a non-resident might be done intentionally 
— and deliberately as a method of evading exchange control regulations. 


a The CHAIRMAN: Shall section 31 Carry? 
Carried. : 


© Section 32—services performed by residents for non-residents. Shall sec- 
ag tion 32 carry? 
— Mr. Harkness: No. This is another of those sections that I really cannot 
see the reason for. I personally would have been guilty of an offence under 
this except for good fortune, if the thing had been operative a few months ago. 
For example, just before I came back from England 14 or 15 months ago, 
I made an arrangement with a friend of mine to look after the leasing and 
if possible the sale of a large house and a small garage on the outskirts of 
Victoria. I was going to do that for him completely free of charge, of course. 
According to this, I would not be permitted to do that without getting a permit 


= or something else. 

ee The Witness: I do not think that is right. The section reads, ‘No resi- 

dent... . shall perform. . .. for a non-resident any services of a kind ordin- 
_arily performed for remuneration.” I would assume that you would ordinarily 


— 


have performed those services for your friend without remuneration. 

fey Mr. Harkness: That is the kind of service that is ordinarily performed 
for remuneration; if anybody arranges a lease or arranges for a sale of real 
___ estate, he is usually remunerated for it. As a matter of fact, I think the general 
rate is 5 per cent. 

. The CuatrmMan: What was to become of the funds, Mr. Harkness, if you 
performed this task? 


Mr. Harxness: He wanted to leave the funds here in Canada, if possible. 


168 STANDING COMMITTEE 


The CHarrMAN: Then you did not offend. 
Mr. Harkness: Oh, yes. I performed the services for him. 
The CuHarrMAN: But you did not remove the funds. 


Mr. Harkness: As a matter of fact, he got a lease entered into by other 


means before I got home. 

Mr. Irvine: Is that not the very reason why the Act should be as it 1s? 
It would be against the principles of the Act if it was done. 

Mr. Marauts: Is it necessary to have the word “ordinarily”? 

Mr. Irvine: Yes. 

Mr. Marquis: Would it not be better to eliminate that word and have it 
read “of a kind performed for remuneration’? 

Mr. Rinrrer: No. 

Mr. Lesace: Is it not a matter of good or bad faith transactions? That 
is the point. 

The Witness: If I may come back to Mr. Harkness’s case, in point of 
fact under the present Foreign Exchange Control Order there is exemption from 
the operation of a similar provision in respect of various: types of services, 
including any services performed for a resident of the sterling area. So that 
there is no question as to whether you were even technically in default of this 
particular provision. 

Mr. ‘Harkness: I just used that as an example of, as far as I can see, 
how this thing would work out; and also as a reason why ‘it does not look to me 
as a very reasonable and necessary provision. 


By Mr. Lesage: 

Q. Is it not put in to avoid bad faith transactions?—A. Yes. The reason 
for this provision is that capital could be exported via the performance of 
services. If, for example, a person performing services in Canada did perform 
them on behalf of a non-resident and arranged with that non-resident to make 
payment to him in the United States or in some other country, in that way 
he would have succeeded in exporting his capital from Canada through the 
performance of services in Canada on behalf of a non-resident. 


By Mr. Harkness: 

Q. There is no actual export of capital there.. What happens is that a resi- 
dent of Canada has acquired assets abroad through performing that service, and 
I do not see why there should be any restriction on acquiring assets abroad. 
—A. That is exactly equivalent to the export of goods without the export 
proceeds being put at the disposal of the Canadian economy. 

Mr. Harkness: After he has acquired those assets, under this other provision 
you can then force him to move them back to Canada. So that I still do not 
see the necessity for this section. . 

The CHARMAN: Do you see any harm in the section? 

Mr. Harkness: Yes. I think it is a needles piece of red tape. 

Mr. Irvine: I do not think itis. I think if this was taken out, a lot of people 
might be doing services for people who wanted to transfer their property. 

Mr. JAckMAN: How many? 

The CHAIRMAN: Shall section 32 carry? 

Mr. JAckmaANn: Mr. Chairman, these sections all through the bill, particularly 
the ones we are at now, do seem ‘to me to be an unwarranted incursion on the 
ordinary rights and liberties of the citizen. Let me give you an example. Suppose 
an American citizen wishes a Canadian to administer a million dollars worth of 
assets for him. The assets may be in Canada or they may be elsewhere. 
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. = The Cae Order, gentlemen. 
_-Mr, Jackman: Naturally the Canadian gets a fee for re Apparently he 
. stot enter into such a contract unless he first goes to the board and asks for 
x a permit, which I suppose would be granted without much trouble. But it is 
one of those things which complicate life all the time; it takes up one’s time and 
- is a nuisance. It seems to me that a great many people i in Canada look upon 
United States and Canadian economy as one, and do not look upon the Canadian 
economy as a closed economy. The person doing the work for the American 
must get paid within six months and he must get paid in the currency designated | 
by the board as acceptable for such transactions. It seems to me that a person 
_ should be allowed to render a service such as that to the American if he wants to; 
_ because naturally it makes more work in Canada for peaple and builds up our 
economy. But here you have to go to the board and find out if they will allow 
you to do it. To my mind it affects many of our citizens in an adverse way. 
a As far as the board is concerned, if an individual in Canada wants to violate 
the regulations, it is not very difficult to make arrangements with the American 
that he shall be paid so much in Canada, either in American or Canadian 
- currency, by permit of the board and whatever requirements are necessary, and 
___ stall get money in United States funds unknown to the board, if people want to 
do those things. But my contention is that Canadians must be taken to be honest 
unless they are proved to be dishonest. I do not feel that this section is one 
_ which would even at the very worst cost the board any very substantial 
amount of money; but I do feel that it is another one of those nuisances to people 
___ who are engaged in financial transactions between the United States and Canada, 
and are administering funds for Americans. It is nothing short of a substantial 
nuisance, and I doubt whether the value to the board is such that it is worth 
while for it to be put in. The case mentioned, I think, is one very much in 
point. If you make a contract with an American to administer one million 
- dollars for him and get a fee for it, you must go to the board and get their 
consent to it. 
E. The Wirnuss: Mr. Jackman, would you be good enough to point out what 
section requires that you go to the board for their consent? 
| Mr. JACKMAN: Section 32 says you cannot do it except in accordance with 
-_ apermit. You cannot render the services to, let us say, an. American unless you 
—_ get paid within six months for those services and in currency designated by the 
board as acceptable: 
ee, Mr. Lesace: That is not what the section says. 
The ‘CHArRMAN: Shall section 32 carry on division? 
Mr. LesAcn: You skipped one of the most important words of the section. 
Mr. JAckMAN: Am I misreading it? 
- Sf The Witness: Yes. It is not the case that in the transactions that you have 
_ mentioned it is necesary for anyone who is administering this fund for the resi- 
dent of the United States to go to the board for permission to do it. All this 
section says is that if he does administer a fund and if that is a service that is 
ordinarily performed for remuneration, he shall be paid for his services within 
six months and ‘in an appropriate currency, unless the board dispenses with or 
relieves him of that obligation. 
* Mr. MacponneEu: May I ask one general question, Mr. Chairman? I think 
_ it might save time— : 
3 Mr. Irvine: Then ask it, brother; ask it by all means. 
se Mr. Macponne tu: It will not take long to ask and I think it might save time 
_ for-those of us who have certain questions about the bill if we know whether 
: i iti is very definitely the intention of those who are supporting the bill to approach 
. it from what I understand must have been, and very naturally was, the point 


of view of those who dratfed it, which I take it to have been—correct me if ]am — 
wrong—that they set down very carefully and meticulously the various things — 
which they found to be necessary as safeguards in wartime. Would that be a — 
fair statement of the way it was performed? Some of us, I think, would like to — 
ask questions particularly when we come to the penalty clauses; I will question ~ 
a good many of those. But on the other hand I think it might save time if we — 
know whether really the thing as it stands is virtually based on that point of 
view. I for one do not propose to take up much time of the committee; we can 
have our say when we go back to the House. My feeling about it is exactly the 
same as Mr. Jackman’s and I am not going to take your time up now; but I think 
it might save your time on future sections if I knew whether that was, in fact, — 
the position. I can understand that many of these things were necessary In ~ 
wartime. I wish it were possible to make this committee believe we could now — 
begin to dispense with a lot of them; but.if it is not, I am not going to waste time. 
Mr. Irvine: Does not the question arise then whether we accept the ~ 
principle of this bill as to the things we want to achieve; and then second, 
whether these clauses are essential to carrying out that idea? Then the — 
question arises, is there a clause here that is not necessary to carrying out that — 
idea? If so, what is it? Let us get. down to that and get on with it, because 
we will be here forever if we do not get on. 
Mr. Lesage: It involves the question, is the bill necessary? : 
Mr. Harkness: Mr. Chairman, I have not heard any reason advanced so — 
far that has appealed to me, at least, as to why this section 32 is necessary to 
the carrying out of the bill. As a result of that, I would therefore move that it — 
be deleted. ; 
The Cuarrman: Are you ready for the question? — 
Some Hon, Mempers: Question. | : a 
Mr. Hazen: Might I ask a question about section 32 in order to get it - 
clear in my mind. As I read it, a person cannot perform a voluntary service — 
for a non-resident unless he gets a permit from the board. Am I right in that? — 
The Witness: Subject to two things, Mr. Hazen: (1) that the service is ~ 
of a kind ordinarily performed for remuneration and (2) subject to the ~ 
exemptions that will be made by regulation. The exemptions which have been ~ 
made by regulation from the operation of an exactly similar provision in the — 
foreign exchange order are the following, and I am reading from section 27, — 
subsection (1) of the Foreign Exchange Control Order :— 
... provided, however, that this section shall not apply to : 
(a) any services performed in Canada for or on behalf of any non- ~ 
resident visiting Canada otherwise than for reasons of convenience, 
or 
(b) any services performed in Canada for the personal comfort or — 
convenience of any non-resident temporarily visiting Canada, or — 
(c) any service performed for residents of the sterling area, or ‘ 
(d) the use of property in the sterling area by residents of the sterling — 
area. & 


There are two points that are involved in this section. One of them I have — 
already referred to; that is the desire to safeguard against the possibility of — 
the illicit export of capital through the performance of services for a non- — 
resident. It was thought that all residents of Canada should be treated — 
alike and that no special exemption from the operation of the exchange — 
control should be given to those who performed services as compared with — 
those who are engaged in the import and export business, for example, or — 
in the security business. The second reason relates to the designation of the — 
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reney. te was thought’ desirable, on the assumption that an rohante Soni 
measure was needed, that the performance of services by Canadians for residents 
of the United States should not result, for example, in payment in the form of 
e blocked currency which was of no use to the Canadian economy, or possibly 
os ‘the form of Canadian dollars acquired through the unofficial exchange market 
or in some other form that did not result in United States dollars being placed 
at the disposal of the Canadian economy. 

‘The Cuarrman: Shall section 32 carry? 

Some Hon. Memsers: Carried. | 
The Cuarrman: Section 33, other transactions between residents and non- 
residents. . 

& Some Hon. Mempers: Carried. 

The CHatrMAN: Shall section 33 carry? 

Some Hon. Mempers: Carried. 

— Mr, Macnonnetu: Why is it needed in-addition to section 26? 

Mr. Hazen: Carried on division. 

Mr. Harkness: No, Mr. Chairman; I moved that section 32 be deleted. 
Some Hon. Memsperrs: Question. : 
The Cuarrman: Are you ready for the question? 

Some Hon. MremsBrrs: Question. 


Bs The CuarirMAN: All those in favour of taking out section 32 will signify 
in the usual manner. Those opposed? | 


Motion negatived. 
~ Shall section 32 carry? 
'. Carried. 


Section 33. Shall section 33 carry? 
Carried. 


Section 34. It is simply mopping up the other. Is that carried. 
Mr. Jackman: No. We have not even had time to read it. 
The CuHairman: It is simply mopping up. 
Mr. JACKMAN: It is too bad if we have not time to read the marginal ee 
F, i Mr. Macvonneuu: Mr. Chairman, I did ask and you did not hear me, if 
a * could have an explanation of why section 32 is necessary in consideration of 
_ the broad powers under section 26 and the other sections. Could we just have 
a brief explanation? Just on the face of it, section 26 seems to me to be so very 
3 broad. 
_ Mr. Lesage: And section 25. 
Mr. Macponnet.: Sections 25 and 26. 
Mr. Mayuew: Section 25 has not been passed. 
_ ~ The Cuarrman: Section 25 stands for the opinion of Justice. Is section 
34 carried? 


Mr. Jackman: Under section 34, if a Canadian owns a branch plant in the 
2 United States, apparently the board is going to insist, according to this, on 
Shim: paying out all the earnings that the company can possibly stand. That is 
entirely a matter of management. They may wish to leave the funds there to 
allow the company to grow and do a larger business; but under this section the 
m9) oard may compel him to produce his statement. 


The CuHatrman: Order, gentlemen. 
~ 68909—2 
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Mr. JacKMAN: The board may compel the Canadian who has a branch plant 
in the United States to produce his statement and to declare all the current 
earnings which are available, leaving nothing for the building up of the 
company in the United States. It seems to me to be an ee incursion 
into the rights of an individual. 

Mr. Rinrrer: It is not compulsory on the board. 

Mr. JAcKMAN: It is compulsory on the individual. 

Mr. Rinrrer: If so required by the board. The board iciehe Hob act 
at all. 


Mr. JAcKMAN: What I am suggesting is that the individual should have it — 


as of right to leave his money there if he wishes. 
The Wirness: The thought behind this section is that the— 


By Mr. Irvine: 
~Q Which section are you dealing with now?—A. Section 34. 
Mr. Lesage: Is 33 carried? 
The CHAIRMAN: - Yes. 
Mr. Lesace: 33(b) looks exactly the same to me as 26(b). I do not see why 
it is necessary to have section 33(b). Mr. Rasminsky might explain it to us. 
The Witness: I think the case contemplated in 33(b) is the obverse of 
the case which is contemplated in section 32. In section 32 we are concerned 


with residents performing services on behalf of non-residents. We are concerned — 


they should receive payment in the appropriate currency. In section 33(b) we 
are concerned with payments which residents make to non-residents for services 
which the non-residents perform on their behalf. 


Mr. Lesace: That is also the case in section 26(b). 
The CHatrMAN: No, the reverse. 
Mr. Lesage: 26(1)(b) is:— 

Being a resident, either in Canada or elsewhere purchase or agree 
to purchase from a non-resident any goods which are to be imported into 
Canada on terms providing for payment to a non-resident of a price 
greater than the fair value thereof— 

and so on, 

The Witness: 26(b) is concerned with goods and 33(b) is concerned with 
services. Z 

By Mr. Lesage: 

@. With property?—A. Property or services. 

Mr. Irvinn: Services involving property. 

Mr. Hazen: Could I have section 33, subsection (c) explained? 

Mr. Irvine: Have we earried it? ” 


The CHAIRMAN: We have carried it, but the oon has been opened so go 
ahead. 
By Mr. Hazen: 


Q. No resident shall, except in npecntnee with a permit, either in 


Canada or elsewhere (c) release or fail to take reasonable steps to acquire’ 


or recover from a non-resident any property or any right, title or interest 

in or to any property to which the resident is or may be entitled. 
Just what do those words mean?—A. They are another example of an action 
which could be performed by a resident with the effect of obtaining funds in the 
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form of foreign exchange which he could not Sisal under the exchange policy 
fe ae If a resident owned a right to property which was located 
-abroad— 

ee. Q. “or fails to take” —A. And fails to take reasonable steps to enforce 
> that right— 

—  -Q. Without a permit of the board?—A. Without a permit of the board then 
he might come into possession without that. permit of his rights in a property, 
~ which “might be a sum of money, without being under any obligation to place 
- that sum of money at the disposal of the Canadian economy by selling it to 
~a bank in Canada. 


a By Mr. Macdonnell: 
Be Q. Has that case often arisen?—A. No, I do not think it has. 
3 Q. Has it ever arisen?—A. Whether this particular case has arisen? 
ee Q. Yes.—A. A typical case would be a resident who received a bequest — 
in a will of a non-resident, who was left say $100,000. That would be a right, 
title; or interest in property, and if he failed to take steps to enforce that it 
- would in effect amount to an export of capital from Canada. 


By Mr. Jackman: 


Q. Canada never had the eae ae It would deprive ee economy 
of that amount of money. 
-Q. Which it never had? 


By Mr. Rinfret: 
. Q. He will have to have a permit not to do anything !——A. He would re- 
- quire a permit to fail to enforce his rights. 
4 : Q. To stay quiet about his rights. 
x n The CuHairMAN: Section 34, gentlemen. I cannot see ee wrong with > 
q = at. 


Mr. JACKMAN: It is so easy. A testator or testatrix in the United States 
_ merely leaves a bequest in American money in which case you have no legal right 
_ toitin Canada. A lot of these sections are very easily defeated if people know 
_ about them. It seems to me they should not be there because they are nuisance 
sections. Here is a section which says that if an American leaves money under 
a will to a Canadian the Canadian may not take steps to enforce payment of it 
to him in Canada. If he does not want the money in Canada all he needs to do 
1s tell the American testator who is looking after the matter to leave those 
4 - moneys in the United States in which case he has no right to it in Canada. Is that 
not right? You have no legal right to it in Canada? 

; The Witness: I think the same question is involved in all of these sections 
- that are under discussion now. The question is do you want an effective system 
% of exchange control or do you not? 

Mr. JACKMAN: Do you want freedom of the nase or do you want state 
control? I am for freedom of the individual. 


Mr. Rinrrer: We gathered that. 


By Mr. Jackman: 

¥ Q. Let me ask Mr. Rasminsky if the suggestion I made is not one which 
- would successfully prevent this section of the Act being enforced? It would de- 
feat the purpose of the Act if the money is left in the United States under cer- 
§ tain conditions. The person goes to the United States and claims it. He has no 
right to it in Canada—aA. I do not suppose there is one section of this Act or 
ny other statute that cannot be evaded in some way or other, but I do not know 
what inference one should draw from that fact. 


~~ 
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Q. The inference is if it becomes a hardship on people they will see to it | 
that the regulations are not oe and that they have it as people wish it 
and not as you wish it. 

Mr. BreirHauptT: Carried 

The Cuarrman: Is the section carried? 

Carried 


We come now to a group of sections on which i think we can Dall agree, the 
powers of the board. Section 35. 

Mr. MacponneEuu: My feeling about these powers is that we are going on the 
basis of the old story, one toot and you’re oot. As far as I am concerned I am very 
sorry they are in there. I mean the broad ones permitting people to be arrested 


without warrant and all the various things that are there, but I am not going to © | 


take the time of the committee to discuss them in detail. I am just going to 
make one point, and I make it very earnestly. I just ask people to read those 
sections imagining to themselves that the people enforcing them are not the 
present group of gentlemen represented by Mr. Rasminsky who has been very 
patient even when we were most troublesome to him. Suppose we had people 
there whom we did not like and you have a very different attitude on the part of 
those people in administering this. Just let us ask ourselves if we would give © 
them these perfectly astounding powers including all kinds of things we 
never would dream of giving before the war. I am going to make no great 
objection because I take it that it is more or less obiter dicta here, and Ido not 
think there is any point in wasting our time and Mr. Rasminsky’s time, but | 7 
certainly propose when it gets to the House to do my very best to bring it to the 
attention of the people of Canada and the business commun who have — 
been very careless about it, as I see it. a 
I feel that it is worth while for us to ask ourselves that aecior Suppose © 
these powers were going to be administered by a group of people, as they might — 
some day, whom we did not regard with the same feelings that we do these 
gentlemen, and ask ourselves whether we want these astounding powers which ~ 
were devised entirely for wartime and comprise things we never would have ~ 
dreamed of before wartime. Yet now apparently we are going to take them — 
calmly. a 
The CuamrMan: Sections 35 and 36 should be carried together. On Gee 


Mr. Lesace: I should like to ask a question on section 36, subsection 2. I~ 
do not understand it. Are we to understand that a magisterial court has a ~ 
right to establish the fair value of any property, debt, obligation, claim or ser- 
-vice or that the question arises only if the board has not established’ it before? J 

Mr. Marter: If the board has not decided. 


The Witness: If the board has not determined the fair value then, as you 
say, the justice, magistrate or court can determine the fair value. If, however, . 
the board has determined fair value then under a later section there is an appeal. 

By Mr. Lesage: ee 

@. What section?—A. That is section 38. There is an appeal from the de- ~ 
termination of the board to the court. 3 

Mr. JAckMaN: I just wish to point out a matter which has been brought to 
the attention of the committee before. It has to do with section 35 (3) under 
which every regulation shall be laid before parliament within fifteen days after 
it is made or, if parliament is not then sitting, within fifteen days after the 
commencement of the next ensuing session thereof. a 

The Cuatrman: I have marked that “stand” for an amendment that the — 
Hon. Mr. Abbott said he was going to bring forward. Is section 36 carried? 

Carried. 
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ES Kpeals: is section 37 carried? — 


Carried. 
* = 


Is section 38 carried? 
Carried.” : | 
Section 39, annual report. There is a similar amendment there. Subsection 


of section 39 stands. Subsection 1 is carried. Section 40, board may appoint 
“inspectors Shall section 40 carry? 


38 
Seg 


e+. OCarried. 

Section 41, board and inspectors may conduct iuquiries. Shall that carry? 
. 2 Carried. 
eg Section 42. 


_ By Mr. Fleming: 


_ Q. I have one question on section 41. Is this definition of the powers in any 
espect broader than those enjoyed at the present time by the board under the 
eS oer in council?—A. No, they are considerably narrower. 

_ ~ Q. They are narrow?—A. Yes. 

——_ Q._In what respect?—A. Under the order in council the board has the power 
~ itself to make regulations—oh, I beg your pardon, are you referring to the 
section on inquiries? _ 

_ Q. The powers of inquiry under section 41. 

~The Cuarmman: Inspectors to conduct inquiries. 


Be - Mr. Tarr: Under the provisions of the present order any information - 
- obtained on inquiry may be used as evidence against the person from whom the 
; _ information was obtained. 
- Mr. Fremine: That is done away with now? 
Mr. Tarr: That is done away with under this Act. 
_ Mr. Fiemine: Apart from that the right to hold inquiries is not abridged 
_ in any way? 
: 7a Mr. Tarr: No. The provisions for inquiries m here are the same as they 
are under the Inquiries Act. 


—_- Mr, Hazen: I submit the powers given to ys savas under section 41 are 
altogether too wide. 


> Mx Jackman: Hear, hear. 
_ Mr. Hazen: They read as follows: 


my < 


3 The board or any inspector may conduct any inquiry or investigation 
into matters relating to this Act— 


Bs 
BT do not object to that— 

3 —and may require any person to furnish such information as the 
= ____ board or such inspector may deem necessary”. 


I object to the words, “or such inspector”. The powers are placed in the board 
and if the board deems certain things are necessary then they should instruct 
e inspector to go ahead and take the necessary steps. 


The CHAIRMAN: We will adjourn until 8 o’clock. 


The Committee adjourned at 5.25 o’clock p.m. to meet again at 8 o’clock p.m. 
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The Committee resumed at 8 o’clock p.m. | 4 
The CHAIRMAN: Gentlemen, when we aeourea at 6 Solel we were 
discussing section 41. Some members have raised a point as to the inspectors — 
having power to exercise discretion in regard to information required. Would 
you care to answer that question, Mr. Rasminsky? . 


The Wrrvsss: If an inquiry is undertaken it is undertaken by an inspector 
of the board. It is difficult to see how the inspector could undertake an inquiry 
effectively if he were in the position where he had to obtain the specific authority 
of the board for any question that he put or for any information that he sought. ~ 
The precise question that he put and the precise information that he sought to 
obtain would in many cases be determined by the course that the inquiry took. | 
That is the reason why this clause is worded in this way authorizing the board or — 
an inspector to conduct an investigation and to require any person to furnish — 4 
such information as the board or such inspector may deem necessary. If it were © 
not worded in that. way it would appear that it would be necessary to adjourn ~ 
the inquiry fom time to time in order to enable the inspector to seek speciiae ; 
authority from the board to request further information. 


Mr. Marauts: Is that inspector sworn specially for that investigation or is 4 
it in the course of his general duties? ~ 


Mr. Lesage: General duties by virtue of ‘section 40. 


‘The Witness: That is right.. I do not think it wort detract from the 
effectiveness of this section to word it in this way, “The board or any Inspectorg 
authorized by the board may conduct any inquiry”, and so on. 


Mr. Lusace: As a matter of fact, any offence committed against any section, 
of this bill or the orders and regulations is surely less important than a murder. 
Nobody would ever think of giving to an inspector of police investigating a 
murder case any power to summon and enforce the attendance of any person — 
at any place and time and the power to examine him and require him to give — 
evidence orally or in writing on oath. Nobody would ever think of giving to - 
any police investigator or police inspector such powers in a murder case. 

Mr. Tarr: There are provisions practically identical with this in a number 
of Acts, the Customs Act, the Excise Act. . 
Mr. Lesage: Just because those Acts have been paaned and such powers | 
have been given in other Acts is no reason why we should proceed that way here. - 
Mr. Buackmore: In what kind of Acts? 

Mr. Lesage: The Customs Act, The Excise Act, the Tremier ian Acta 
These provisions are in there, but I am wondering if we should have them here. — 


It would be very easy to say “the board or any member of the board”. I dom 
not think we should go further in giving a judicial power to any individual.” 


iii i as eT 


We are going far enough in giving those powers to any member of the board. 
Those are powers you give to a coroner. 


Mr. Marauis: In subsection 6 of section 41 there is a proviso that the 
board or an inspector shall allow any person against whom any charge is made — 
in the course of the inquiry or investigation to be represented by counsel. I 2 
understand that if somebody is charged by the inspector he shall be represented — 
by counsel, but in the first part. of that subsection I would suggest that there 
should be a correction. It has a relation to the first section as to the powers $ 
of the inspector. If the person who is questioned .is represented by counsel — 
perhaps he would be protected. 


Mr. Rinrrer: The inspector has the power to over-rule anything counsel 
says. What is the use of it? 


Mr. Lesace: What is the use of it, and moreover the inspector is the one! 
who will decide if the accused has the right to counsel. After all he is only a 
customs inspector. e 
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| The Wirness: I wonder whether that last statement is not made 
- under a misapprehension as far as subsection 6: 
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By Mr. Lesage: 


a Q. “May allow’—A. “And shall allow any person against whom any 
charge is made”. 

Q. But it 1 is “may allow a person whose conduct is the subject of an inquiry”. 
~ At a coroner’s investigation any person whose conduct is the subject of inquiry 
has the right to counsel, and an inspector of customs will be the man who will 
_ decide if such an individual has the right to counsel. Oh, no. After all we are 
not in Germany. 

Mr. JACKMAN: Yes, we are. 


Mr. Tarr: Subsection 6 is identical with a similar section in the Inquiries 
Act. 
e- Mr. Lesacre: I understand, but because an Act is wrong we should not have 
to follow it. 
Mr. JAcKMAN: I could embrace you all. 


a Mr. Maraquis: I cannot go so far, but in the Inquiries Act you five com- 
iy missioners specially appointed to investigate a matter. Here you have an 
inspector who has general powers. He will make inquiries and he will decide 
_ objections, and so on. Therefore, I think the wording should be changed in 
order that these inspectors should be ‘appointed as sworn commissioners, and 
- that people who may be brought before them will have the right to be repre- 
a Be sentcl by counsel. 
Mr. Tarr: I think there would be no objection to making that ee in 
subsection 6. 


Mr. Lesace: What about the first change? What about giving the 
- powers only to the members of the board? ’ 

ag Mr. Marauts: Is it possible? 

: The Witness: The members of the board.are the office holders enumerated 
in one of the earlier sections, and I really do not think they are necessarily 
the most qualified persons to conduct an inquiry. I should like to suggest, if I 
3 j may, that this particular section be laid over until the officers of the Depart- 
: 3 ment of Justice can consider the suggestions that have been made. As I under- 
_ gtand it there are two suggestions which have been made. One of the suggestions 
_jwas that this power of inquiry be given not to inspectors generally but to 
sworn commissioners appointed for the purpose. The other suggestion is that 
:. fe eee 6 the first time the word “may” occurs it should be changed 
to.“ shall’ 
a Mr. Lesace: I do ‘not think we should have to go to the Department of 
Justice for the second one. I understand that it would be better to go to the 
Department of Justice on the first one. 


The Wrrness: From the point of view of the administration of foreign 
ee control can see no reason why the word “may” should not be 


— 


; ‘3 


The RRS ‘Shall : Boeniant 41 stand? 

Mr. JAckmAn: Let us change subsection 6 right away. » 
Mr. Lesacre: We do not need Justice for that. 

Mr. Marquis: We need justice. 


Mr. Lesace: We do not need the advice of the Department of Justice 
- for that. ; 
| Mr. Tarr: I think if that change is made the whole subsection can be 
__ shortened down considerably. 
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Mr. Mayuew: I would suggest that you leave the Sphete po in Ahem 4 
ance, and it will be easy enough to change the word to “shall” when we are 
dealing with it. i 

The CHarrMan: Subsections 1 and 6 in abeyance. Z 

Mr. MayHew: Leave section 41 in abeyance. 

The CHAIRMAN: Subsection 6 should be redrafted. 

Mr. BreirHaupt: There are two SR ee Ope: I think you might as well: — 
submit both. 

The CuarMan: Well, the committee appear to be reasonably unanimous 
that everyone whose conduct is subject to an inquiry should have the absolute _ 
right to counsel. | 

Some Hon. Members: Yes. = 

The CHarrMAn: That would appear to be achieved by striking out. ines 4 
word “may” in the first line and by deleting the last three lines; because the first 
part of the subsection would then be all-inclusive and read: “The board or any 
inspector shall allow a person whose conduct is the subject of an enquiry or 
investigation to be represented by counsel.” | ie 

Mr. Marauis: No, I do not think so. We should have the last part too — 
because he may be subject to an investigation and no charge be made against — 
him. The charge is laid afterwards. As it is here, he has not the right to be — 
represented by counsel. 2 

The CuHarrMan: We will leave those two over. Then as to the keeping ~ 
of records | : : Ss 

Mr. JAcKMAN: I wonder what we think of No. 7? : . a 

Mr. Marquis: The whole section to stand. 4 

The CuairMAN: Shall I stand the whole section? 

ar. Marquis: Yes. I think you had better do that. 

Section stands. 


The CHAIBMAN: Section 42. Shall section 42 carry? 

Mr. JAcKMAN: No. Just a minute. Section 42 reads: “Every person carry- — 
ing on business who engages in any transactions. . .” and so on. There are ~ 
individuals, both corporations and individuals who deal in American securities. — 
J am speaking not of brokers but just of ordinary people; and if they have a ~ 
number of transactions the board may still consider they are carrying on 
business. Those people do not keep books of record beyond the amount of their 
income. This section seems to make it obligatory upon them to have a record — 
of purchases and sales for six years which shall be available to the board. I 
think that the clause should at least be limited to those whose business 1t is to 
deal in those securities and not those who may from time to time, purchase 
American securities. Individuals do not keep books for six years. An individual 
may happen to have a few shares of American stock that he buys. 


Mr. Marquis: It would be hard to make a distinction between them. : 
The Witness: This section does not refer specifically to securities, Mr. = 
Jackman. It refers to any transactions to which the Act applies. 
Mr. JAcCKMAN: But it refers to securities. a 
The Wirness: It would include securities, yes; but there is no specific refer- 
ence to them. 3 3 i 
Mr. JackMAN: What I am suggesting is this. A merchant is all right. He 
keeps his books of account. A broker is all right. He keeps his books of ~ 
account. But an individual does not do that. It costs money to keep books. 7 
Mr. Maynew: What you are suggesting would look to me as though it would ~ 
make a very sloppy section. : 
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LS Sty JACKMAN: I am not suggesting whether it is sloppy or not. I am 
r: ddressing myself to the freedom of the individual. That becomes paramount. 


ae Mr. Marquis: You do not need a big book. You need only a small one. 
_ ~ Mr. Jackman: But if you carry that on for six years, you will have a big 
- one. I should like to know, around this table, how many keep books of account 
‘g of what they do for six years. 


_ ‘Mr. Marauts: If you oblige some people to keep books I do not know why 
4 _ other people would not be obliged to keep books. 

} Mr. JACKMAN: They are not in business in the sense this would be taken. 

Mr. Marquis: They would be in this particular business. 

- Mr. Jackman: No, they are not. It is a case of how it 1s going to be 

Me ae by the board. 

g Mr. Marauis: How can we make a distinction between those who are 
“doing a big business, those who would be doing a smaller business and so on? 


: The CuarrMan: Shall the section carry? 

eee Mr. Lesace: With regard to this section 42, we will have to have subsection 
& (4) stand. 

‘ Mr. Rinrret: And subsection (3) also. 

Mr, Lusacu: And subsection (3). 

Mr. RINFRET:, For the same reason as subsection (4) stands. © 

Mr. Lesacre: Yes. There is no sense in giving such powers to any customs 
inspector. Ninety days is much too long. Thirty days would: be more than 
sufficient. : 

Mr. Marquis: We can make an inspection of the first. two subsections. . 

The Cuarrman: If the department get word ofan individual, isolated trans- 
action, why should not they depute the inspector of customs to go out, make 
_ enquiries and report? 

' Mr. Marquis: All right, depute the inspector; but that is not what the 
section says. It says, 

Where, during the course of an inspection under this section, it appears to 
an inspector that there has been a violation of this Act, the inspector may 
seize and take away any record or books or any accounts. ed 


and so on. The inspector has the right to seize any books without any search 


Mr. Irvine: What is the use of having an inspector otherwise? 
Mr. Marquis: Then where do we go with the Criminal Code? 


_ Mr. Irvine: What is the use of having an inspector if he does not have some 
authority to act with regard to things he finds wrong? 


Mr. JAcKMAN: We do not believe in snoopers. 

. Mr. Lesace: He does not have to have a search warrant. Of his own 
_ authority he seizes any books and retains them for 90 days. Where do the 
liberties of the citizen go with this? 

a Mr. Maraquts: I think those last two subsections should stand, the same 
as section 41. It is against the whole set-up of our laws. 

Mr. JAcKMAN: Are you speaking of the Act or just this section? 

Mr. Marauts: No, just this section. 
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The CuatrMAn: Section 41, subsections (1) and (2) carried. Subsections — 
(3) and (4) ’stand. ae ; 
Section 43. 
Mr. Lesace: In (b), Mr. Rasminsky, what are you going to cover with 
the first two lines, if it is not hearsay? 
The Wrrness: In 43 (b)? a 


Mr. Lesace: Yes, in 43 (b), the first two lines. I understand the last part — 
of it, but what about the first two lines? 
The Witness: You are referring to, that is “Ty any legal proceedings under 
this Act, give evidence’’? ‘a 


Mr. Lesacu: The information that will be obtained will be hearsay. 
The CHarrMAN: No. Just communicate to the board. 


Mr. Lesacp: No, “In any legal proceedings under this Act, give evidence as 
to information...” and so on. 4 


The Wiis. I believe this originates in a flaw in the Income War Tax @ 
Act which Mr. Tarr can perhaps explain. ot 


Mr. Lesace: What would you cover with this which will be hearsay and a 
which would not be covered by the two last lines? a 


Mr. Tarr: Your point is that any evidence to which this ma refer would 
not be admissible evidence? ; 


Mr. Lesace: No, it could not be admissible because it would be hearsay. | 

The CHAIRMAN: Income tax reports— 3 s 

Mr. Lesace: That is covered in the last two lines. 

The CHAIRMAN: —signed by a person charged would not be hearsay. 

Mr. Lesace: But I was thinking precisely of the first two lines. Returns 
are covered by the two last lines. Written evidence is different. | 

Mr. Tarr: For example, an officer of income tax might conduct an investiga- 
tion under the Income War Tax Act in which he would obtain certain information, 

Mr. Lesacn: Yes. 

Mr. Tarr: Which he under this section could give as evidence in a court — 
if it was admissible. 

Mr. Rinrrer: Yes. : 

Mr. Lrsacz: How do you imagine it can be admissible if it is not 
written? It would be hearsay, unless it is a verbal declaration of the accused 
himself. 2 

Mr. Marquis: Yes. 

Mr. Tarr: I should think, for example, if an officer of income tax inspected 
a company’s books and obtained certain information from those books, it at 
Suna oe be admissible evidence for him to say what he did and what he 

oun 


Mr. Lesace: No, not if you do not produce the books. 

Mr. Tarr: In any event, it would be for the court to decide. 

Mr. Lesace: Yes. But it would not be according to our laws, or according 
to the Evidence Act. a ae 

Mr. Marauis: I do not think so. 7 

Mr. Lesace: There is only one case in which it would mere that is the 
point I wanted to ask you about,—and that is if the accused person had made 
some declaration to a customs or ‘income tax Inspector. | 

The Cuatrman: No. Subsection (4) of section 41 protects him against 
that. The provision of the Canada Evidence Act applies. He has the right to ~ 
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otection. Any statements or answers made by the accused or by the person 
, ae enquired into at the time of the enquiry cannot be used in evidence 
ag inst him at a trial. 
Mr. Lesace: Then, what is the use of this provision. 
Mr. Tarr: The reason this provision is in here is that in the Income Tax 
| Act there was doubt that the officers of income tax could even give evidence in 

-a prosecution under the Income Tax Act. I understand that an order in 
council was passed to resolve that difficulty. This is here for exactly the same 
_ purpose. 

Mr. Lesace: I understand that, but those first two lines I cannot see the 
use of. 

4 Mr. Tarr: There is nothing in this section that makes admissible evidence 

t. - that would otherwise not be admissible. 

+ Mr. Marquis: We cannot foresee cases when the witness may bring legal 

: evidence. In some cases I think he may bring some legal evidence, as Mr. 
Lesage said a few minutes ago, especially if he meets somebody, discusses 
it with him and has a voluntary declaration, he can bring back that declaration 
_ before the court and it is legal. So we have not to foresee any special cases 
according to this section. I think that this section should be accepted as it is. 

3 Mr. Irvine: I cannot see that it can do any harm if my «friend here is 
correct in saying that any evidence that might be brought without being in 
written form will not. be accepted by the court. Then surely if the court accepts 
ptt it will be legal. 

Mr. Marquis: Yes. That is the point. I think that is right. 

The Cuarrman: I do not see anything wrong with section 43, Mr. Lesage. 
Mr. Lesace: I was just asking what was the use of the first two lines. 
The CHarrMAN: Yes. Shall section 48 carry? 

Carried. 


Section 44. 
Mr. Marauis: “An inspector may, with the approval of a judge of the 
Be ischecuer Court of Canada ..” and so on. The inspector is given power. 
e ' Mr. Lesacr: I do not think we should have any objection to that, because 
it is with the approval of a judge of the Exchequer Court. 

4 The CwHatrMan: Shall section 44 carry? 

Mr. JAcKMAN: May I ask what is there in the law to guide a judge of the 
- Exchequer Court in granting permission or withholding it? Is it Just his view 
of the case that the evidence warrants suspicion of a crime or is it just to have a 
_ little check on the inspectors? 

The CHarrMaAn: I would think it was to have a check on the inspectors. 
_ The Exchequer Court would have established a practice, I should think, similar 
to other cases. In an ex parte application, you have to make out a prima facie 
» case. } 
; Mr. JACKMAN: Is there any substantive law that the Exchequer Court judge 
_ uses in determining what authorization should be given? 
The CHAIRMAN: Other than the ordinary practice in any ex parte applica- 
tion. You have to make out a prima facie case. 
y Mr. JAcKMAN: That a crime has been committed or is about to be com- 
- mitted; is that the idea? 
The CHAIRMAN: Yes. Section 45— 
Mr. Lesace: Oh, in section 44 there is this 90 days again. 
Mr. Irvine: Where? 
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~ Mr. LESAGE: In subsection (3) the inspector may keep the books for 90 aaiva if 
when there is no prosecution. If there is any prosecution he may keep the books — 
as long as the prosecution is on; but when there is no prosecution it is 90 days. 4 
I think that 30 days is enough to decide if there is going to be a prosecution or a 
if there is not. 4 
Mr. Tarr: Our experience has been that a great many investigations avo 3 
a great deal of work and investigations in various places; and I think 30 days — 
~ would be a very short time in a great many cases to enable investigations to be | 
completed before it was known whether charges would be laid. E 
Mr. LesacE: Would you give us your opinion as to the possibility of © 
putting in 30 days and the possibility of having that period prolonged for — 
another 30 days, or even another 30 days, with the direction of a judge? = 
The Cuarrman: Mr. Lesage, suppose an enquiry opens in Montreal and it E 
is in part completed there; that the commission had to go to Victoria to com- — 
plete the enquiry and then has to return to Ottawa with the papers. I can — 
easily see how a month and a half might be taken up in actually making the — 
enquiry before he would make his report to the board at all. I do not think ~ 
90 days is unreasonable. 4 
Mr. Lesace: Why not apply to a judge then? If I remember rightly, 
before the Wartime Prices and Trade Board—I am not sure of what I say 
now—we had to make application for prolongation of the time, for keeping the — 
books and records. I am not sure about that, though. e: 
Mr. JackKMAN: Otherwise the 90 days would become the minimum time, ae 4 
the maximum. 5 
Mr. Lesacs: I am not sure about that, as I say. 
The CHarrMan: I have not heard one complaint about that. | 
Mr. Jackman: May I ask Mr. Tarr this question in refarence to his sae = 
ment that it was found that it took a large number of days to examine this — 
evidence. Has he had very many cases of violation of the present regulations? 
How many prosecutions have you had since the Order in Council has been in 
force, approximately? Have you had 50 or 100? : 


Mr. Tarr: Since the commencement of exchange control down to the end aa 
of June of this year there have been 597 convictions under the Foreign Exchange 2 
Control Order. - 
Mr. JAcKMAN: You have got that many convictions? 
Mr. Tarr: Yes. | : 
The Cuairman: And thousands of enquiries where no prosecution oie | 
Shall section 44 carry? x 
Carried. 
Section 45. 
Carried. 
Section 46. 
Carried. 
Section 47. 


| By Mr. Jackman: Me 

Q. How much money is a person allowed to take over with him a: we & 
United States without a permit?—A. $50. ? 
Q. He can take over as much as the board will give him, if he gets a 
permit ?—A. Yes. 
Mr. Jackman: These regulations, it seems to me, make violators of many — 
people. I would suggest that nearly every man that goes over has some American — 
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as uw rrency in ay Biebeee You have to state how many days. you are going over 

ere for, and the amount is based on that. You may be going to New York, 
and the difficulty of all this is that a perfectly honest citizen may have to evade 
. as question and do certain other things because of the restrictions. Still, that 
_ may be all right for some other people if they have greater sums of money. 
a _ You cannot explain to the bank officials what your business is in New York. 
_ If you say you have got to take some people to the theatre and a night club, 
it will cost mere money than they will give you. Certain expenses, unfortunately, 
in a city like New York are necessary, 


The CuarrMan: What if the night club was raided while you were there? 


The Wrrness: I think there must be some misunderstanding here. Since 
May, 1945, there has been no limit on the amount of United States funds which 
can be bought by Canadians for the purpose of travel in the United States. The 
_ board does not ask for any itemized statement of expenditures. The banks have 
authority to sell up to $250 in United States funds for travel in the United 
States for any purpose. Applications for any amount in excess of $250 are 
Pe etarred to the board for approval. Since May, 1945, the board has approved 
_ all applications for travel funds. The only type of application that would be 
y: ie refused is one in which the amount was so large that it raised a very strong 
presumption that the United States funds were being purchased not for the 
pee pose of travel, including ordinary entertainment and expenses, but that they 
_ were being purchased for some other purpose. 


By Mr. Irvine: 


or  Q. Is this $50 under discussion an amount that may be sent by letter or 
- pareel?—A. Mr. Jackman asked how much a Canadian traveller could take 
“a out without a permit. That amount is $50. If any Canadian is leaving Canada 
ae with less than $50, he needs no permit. If he wants to take between $50 and 
_ $250, he is able to buy that amount from his bank and get a permit from the 
— bak, If he wants more than $250, the application must be referred to the 
oar 

7 .: ~ Q. That does not come under section 47?—A. No, that does not come under 
2 - section 47. | : 


oe 


- 


_ % By Mr. Rinfret: 
— Q: Did I understand you to say that the board did not refuse any + abate ues 
over $250?—A. The board refuses no application for United States funds for 
*. BE gohable travel expenses. 
2 a - Q. Has consideration been given to increasing the amount the banks may 
| ee issue?—A. The limit is $250. 
fm (), What is: the purpose, if the board will grant every application that 
is made to it, for not giving the banks some authority so that anybody who 
- wants to go down South for his health, or any other purpose, can have the 
amount he needs?—A. The purpose of setting the limit. at $250, or working it 
up to $250—two years ago we had no authority to approve funds for $250—was 
_ to enable the Board to see these applications as they went through and to guard 
hs: = against abuses in regard to the applications. For example, if someone asked for 
$10, 000 for a week-end in New York, it would raise a question in our minds. 
---—-Q. The bank should be able to judge in these cases?—-A. I do not think, 
Mr, Rinfret, that on applications of this sort the banks would welcome the task 
_ of judging them. The limit of $250 is the amount on which we are working at 
the present time. Before the travel restrictions were imposed the banks had a 
g somewhat higher authority, and I would expect in the course of time, and not 
far distant, that just as we have progressively relaxed in that direction, we will 
‘raise the limit on the banks’ authority. As things stand now, it is the case that 
ba banks themselves have the authority to approve the ‘reat majority of 
applications. 
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(). Have you the percentage? 
Mr. Tarr: I do not know that we have any way of apceriaiint that. 


Mr. Rinrget: It seems to me that if someone wants to go to Florida, he 


cannot go until he applies to the board, and the board will automatically give 
him permission to carry $1,000. Why not give the authority to the bank? 

Mr. Tarr: The banks have authority to sell up to $250 in United States 
funds at the time a person is leaving, and if they are making an extended stay, 
the bank can send them $250 a month as long as they are there. 

Mr. Rinrret: You cannot go very far on $9.25 a day. 

Mr. Tarr: It is surprising the number of people that do. 

The Wirness: It is a purely administrative measure to keep supervision. I 
think we might well consider suggesting that the banks’ authority to approve 
travel applications should be raised. 


By Mr. Jackman: 


@. These are all discretionary. Might I ask this auch Is a Canadian 
allowed to hold any American currency in Canada, or does he have to turn it in? 
_—A. There is no general authorization for a Canadian to hold United States 
currency. 

Q. If you want to subscribe to a magazine in the United States, you cannot 
send them a $5 bill; it is against the law?—A. It is against the law not to declare 
American money when you come back. : 

Q. You can get the money provided you have time to walk over to the bank 
and neglect your own business. That is the difficulty with these controls; they 
are troublesome. Just how you decide whether one family is entitled to $1,000 


and another family is not, I do not know.—A. We do not attompt to do that. We 


do not atempt to exercise any discretion on the amount of United States funds 


for travel purposes, and we do not attempt to control travel expenditure in the 


United States. 

Mr. Marauts: I would like to ask Mr. Rasminsky a question, Mr. Chairman. 
When a person goes to the United States and comes back and has $10 left, that 
being an offence, do you not think there would be some proviso for an amount 
hike that? 

The CHatrman: When we come to Section 60, we will discuss that. 

Does Section 47 carry? 

Carried. : 

Mr. JAckMAN: Take our Prime Minister who took his post-graduate work 
at Harvard University. Supposing a Canadian wanted to send his son there, 
what assurance has he under this Act that money would be forthcoming for a 
purpose like that? Currency might be a little tighter at some time, and they 
would say, “‘We cannot let you have the money.” This is another interference 
with the rights of persons. 


By Mr. Marquis: 
After all, I think the members of the board are reasonable pekoneen £ 


-think the answer to your question, Mr. Jackman, is that while there is no s 
assurance provided under this measure that exchange will be made available for — 
any purpose, even for imports. Under this measure the exchange policy of the 


government will, from time to time, be determined in the light-of its exchange 
resources and its liabilities. 


@. Going back to the question of education once again, what hope is there z 


of knowing whether the money would be forthcoming? The boy might take a one 
or two year course, and he could not get money. 
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Fem 

oT he i “Get Mr. Jackman to bring it up at the next session of the 
pee iament when anything like that happens. Parliament meets every year. 
~ Mr. Marguts: Mr. Chairman, as to education, anybody may be able to get 
an » amount for educational purposes and spend: his time in the night clubs. It is 


¢lear that if somebody makes an application for educational purposes, it will be 
gr. ranted, 

Mr. Jackman: It is not clear. It may be clear at the moment, but you do 
n *s know what is going to happen a year from now. 


; The Wrrness: The exchange policy, as you know, is that no restrictions 
whatever are placed in the way of any current account transactions including the 
two to which you have particularly referred, travel abroad and education abroad. 
_ The Cuatrman: Section 48. 

_ Carried. 

Section 49. 

>» Carried. 

ae ‘s Section 50. 

Ne Carried. 

x Section 51. 

= Carried. 

Section 52. 

_ Carried. 

es Section 53. 

©. Carried. ( 
me’ Mr. JACKMAN: Is there any reason why the Bound should not allow a 

| te Sanadian to have up to $100 in United States currency without turning it in to 
: the board? That is a small amount. 

: a The CHarrRMAN: Section 60 will take care of that. 
Section 54. 

~ Carried. 

Section 55. 

_ _ Carried. 

Section 56. 

Carried. 


aa By Mr. Jackman: 
& (. Is there any reason why a person could not have up to $100 in United 
States currency and use that for paying small bills in the United States by 
se ding it over in a registered letter? For instance, take the position of a 
: siness man who may have a hurried call to New York on a Saturday afternoon. 
He has no United States currency; he cannot go and beg the money, so it would 
an as surprise me if business men had $100 in Miatioas States currency in the 
off ce available for just such a purpose. I am not suggesting that you have 
caused this embarassment, but people like to obey the law. I am suggesting 
‘that some leeway should be given to that.—A. We are aware that a large number 
business men have done what you precisely suggest, that is, that they have 
Te fetained United States currency in their offices. We have given them authority 
and that is why we are aware of that. Business men who have had the occasion 
to 20 to the United States during the weekend, or not necessarily during the 


a4 


weekend, have been authorized to maintain an imprest fund in United States 
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currency to save them precisely the type of inconvenience you las mentioned. 4 
We have often authorized the keeping of imprest funds in United States — 
currency for precisely that type of business, for convenience. 

Q. What do they do? I haven’t heard of them doing it. I suppose some of ~ 
them do it without getting a permit, I should think. What do you have to do ~ 
to get it? Do you have to send a letter to the board? I suppose you are frequently — 
called upon to make emergency trips to the United States and you could have ~ 
permission then to keep say $100 or $200 of American currency without going 
to the board. Is that what happens?—A. Yes, then if they state that for their — 
ordinary purposes they need, have occasion to make frequent trips to the 
States, then they are authorized to buy lump sum amounts of United States 
currency from the bank. They are also given special business travel permits, 
which are what you might call a continuous form H, which relieves them of 
the necessity of applying to the bank for form H each time they cross the 
border, and they are authorized to replace that imprest fund as they use it up 
in travel. 

Q. What is the meaning of “imprest” there? They can replenish their petty 
cash account, is that what it means?—A. Yes, that is right.. . 

@. I suppose it gets over that difficulty ‘then— —A. If I could just say 
this, Mr. Jackman; we have had six years of experience in trying to meet various 
types of difficulty. and I ean assure you that we have been successful in many 
cases. We are continuing as far as it is humanly possible so to do to minimize 
any inconvenience which may be associated with a measure of this kind. That — 
certainly has been our objective. 


Mr. Marquis: I do not know the proper section which it comes inde 
but I would suggest that an amount might be fixed. Many people all over the 
country, farmers for instance, are going to the United States, and they bring 
back with them some dollars in United States currency. They are offending the 
law, and most people do not want to offend. I think this situation should be 
corrected. I know the board will not prosecute them, but they are infringing - 
the law. 


Mr. JAcCKMAN: It kind of cets them into bad habits. 


Mr. Marauis: Yes. Don’t you think it would be desirable to fix that 
amount at say $25 perhaps and then people will know that they can keep ; 
_ that amount? . 

} 
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The Wirness: I think consideration might be given to that. Theoretiewlig’ : 
$25 per person for 10,000,000 Canadians is $250,000,000, which is potentially a — 
large sum to risk having go out of official reserves into private hands, 
but this amount would not of course be held. One would have to take into con- — 
sideration the effect that such an exemption, if incorporated into legislation, 
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would have if it became necessary to face again a condition similar to what 
we had in 1940 where there was a complete prohibition of pleasure travel to 
the United States. One would of course merely be inviting evasion if such a — 
provision were incorporated in legislation. i 


Mr. Marauts: You could fix it by regulation. 


The Wirness: That would provide fewer difficulties because then it coulda 
be changed in relation to exchange conditions. I will be very glad to bring ~ 
that to the attention of the minister as one of the things to be considered when q 
the regulations are being drafted under this Act. 4 


Mr. JAcKMAN: Please. do not put too much emphasis on the $250, 000, 000. 
The Witness: It is a very theoretical figure. 

The CHAIRMAN: Section 57. 

Carried. 
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Paection 58—Burden of. proof, 
_ Carried. 


~ Mr. Marquis: Wait a minute, as to burden of proof: I saul draw your 
* Etlention Mr. Rasminsky, to this: “it shall not be necessary to establish in 
_ proof of the offence that the person charged did not possess a permit or has 
- not been exempted from the applicable provisions of this Act, and the burden 

of proof that he possessed, the necessary permit or had been exempted from the 
- applicable provisions of the Act shall be upon the person charged.” I do not. 
know why you put the onus of proof on the shoulders of the accused because 
the board itself knows whether he has been given a permit or not. As to the 
_ permit if someone has no permit you can prove very easily that he has not a 
ee because you issue it yourself. Perhaps in some cases a man may not have 
@ permit himself— 


Mr. Irvinn: He might swear that he has one. 
__-Mr. Marauts: But in that case he does not possess evidence you see. 


Mr. Irvive: Perhaps the lawyers would become judges, and perhaps they 

- will try to get ‘the best of them. 

Mr. Tarr: The reason for this is that infact it is practically impossible to 

peeve that any individual did not have a permit for a particuar transaction. 
he vast majority of permits and declarations are approved by the ranks and 

are eventually sent in to the board, but it would mean going through thousands 

of permits on file in the board. Also, we would not know whether it had been 
Bcranted and did not reach us. 


Mr. Marauis: I am satisfied. 
~~ Carried. ; 
The CuHarrMANn: Section 59. 

mn Carried. 
s Section 60: In section 60, Mr. Rasminsky, would it be possible to have a 
_ rider added that, “if the court is satisfied that any offence has been committed 
itt docs ec. or in ignorance of the law the court shall have discretion to acquit”? 
It does seem to me that that would answer a lot of questions that have been 

_ raised about this Act, about breaking the law. 
IS The Witness: I thie Mr. Chairman, that those who drafted this measure 
ae ‘did have in effect the intention that you have suggested. If you will look at 
section 56, subsection (1) which defines offences: — 
“Every person is guilty of an offence who (a)—thatt speaks for itself; ‘then, 
(b) wilfully deceives; (c) wilfully obstructs; (d)—that is rather different: (e) 
nowinely; (f) knowingly ; (g) without lawful excuse; (h) with intention to 
P evade the provisions of this Act. 
The Cuatrman: And then (7) violates or fails to comply with any provi- 
sions of this Act or any regulation; does it “knowingly”, offends. 
Mr. Marauis: I think, Mr. Chairman, that provides the discretion which 
+ applies in those particular cases; that where it is clear that the person con- 
ee did not know the law the judge would give them a very small sentence. 

The CuarrMAn: I have known so many convictions out of the Wartime 
Prices and Trade Board where the magistrate has said that a technical offence 
has been committed and I have no option, I must impose a penalty. I have 
ae magistrates come to me and tell me they knew the man committed the 
offence innocently and they didn’t want to make a conviction but they had no 
_ option. I do not think we should allow any legislation to go through our hands 
Sate the most complete safeguards, and I think the word “knowingly” 
should come in front of the word, “guilty”. 
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Mr. Jackman: Out of the court only, I think you might say “knowingly”. 

Mr. Tarr: There is this point that under a provision such as yuo describe 
anyone could say, I did not know that was the law, and it is absolutely im- 
possible for the crown to establish that a person did know. 

Mr. JAcKMAN: One could commit a major offence in cases of currency with- 
out knowing what the law is. 

Mr. Tarr: You cannot establish what is in other people’s minds. 

Mr. JAckKMAN: The most important thing you have to remember is the 
freedom of the subject, not the rights of the board. 

Mr. Irvine: If you do not pass legislation of this kind, you won’t have any 
freedom of the subject. 

Mr. JAcCKMAN: We got along very nicely during the war when conditions were 
really difficult. We are in a more favored position now yet you want to per- 
petuate it. 

The Witness: I would like if I may to say that this is not our board, Mr. 
Jackman. This is the Canadian Foreign Exchange Control Board operating 
under it. 

The Cuarrman: I want it distinctly ainderstopd that I have positively no 
complaint in regard to the operation of this board. I am concerned in cases 
where offences have been committed unwittingly, 

Mr. Jackman: If we had a less competent staff of officials operating, it would 
be a different thing. That is what legislation must bear in mind. Is this Act 
modelled on the British Act, or is it our own conception of what is necessary? 

Mr. Tarr: The British have no Act. They are operating under orders in 
council in the same way as the board is at the present time. 

Mr. JACKMAN: Are we trying to establish regulations modelled after their 
experience or after our own? 

Mr. Tarr: No. I think it is distinctively Canadian. 

The CHAIRMAN: Carried. 

Section 61: 

Carried. : 

Mr. JackMAN: Where is that one about the burden of proof bene on the 
aceused? 

Mr. Marquis: That is finished. 

The Cuarrman: That is only proof that he has a permit. You are referring 
to section 58. That is only the burden to prove that he is possessed with the. 
necessary permit. 

Mr. JACKMAN: I mean section 61, of course, you have this bunden of proof 
and forfeiture. May I just ask this general question? If a person is accused 
under this section, is the general burden of proof when charges are made on the 
accused, or must the Crown prove its case? 

- Mr. Tarr: The only case where the burden. of proof is on the accused is as 
set out in section 58. | 

Mr. Marauis: This is subsection 2 and this refers to the burden of proof 
in any proceeding of forfeiture. The burden of proof which under section 58 
of this Act rests upon the person charged means that it rests upon the defendant. 

Mr. JAckMAN: Under the ordinary rule of law an accused person is innocent 
until he has been proven guilty. 

The Cuammawn: Is section 62 carried? 


Carried. 
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BF “Section 63. eto : 
Carried. . ; 
Tea Section 64. 


‘ea _ Mr. Irvine: If they do not take it in that time. it does not matter whether 
or not they take it. 
| Mr. Rinrret: Is there any special reason why it should be three years? 


aa Mr. Marquis: Generally it is one year. 


By Mr. Irvine: 

__ +Q. Is there any particular reason for making it three years?—A, I am 
sorry, I am consulting my legal friends here to see whether there is, in fact, 
a pany particular reason. 


 - Mr. Tarr: It was thought there should: be some limit on the fie within 
, PD ehich proceedings for forfeiture could be commenced. Three years is a reasonable 
period of time. I believe the provisions of the Customs Act and the Excise Act 
are the same. ; 


4 _. Mr. Marquis: Is there the same delay in the Citienk Act? 
- Mr. Tarr: Yes. 

- The Cuarrman: Shall the section carry? 

_ Carried. 

_ Section 65, disposal of fines. Carried? 

Carried. 
Section 66, bond or other security. Carried? 

o __ Carried. 

} Section 67, evidence before the court. Carried? 

Carried. | 

Section 68, information not to be communicated. 

Carried. 

Section 69, permit not deemed a statement as to the value of property. 

Carried. 

Section 70. Bills of exchange. 

Carried. 

Section 71, powers of Bank of Canada include powers under this Act. 

Carried. | 

Section 72, Foreign Exchange Control Board continued. 

Carried. 

Section 73, repeal. 

Carried. 

Section 74, coming into force. 

Carried. 


os _ Will 4 o’clock te afternoon suit the committee to have a general 
statement in regard to the five points raised before the committee at the 
- opening of our sittings on July 17th? ‘That is the consideration of the five 

main points raised by Mr. Jackman and Mr. Macdonnell. If I can arrange 
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budget resolutions are ‘not under discussion. Will you make sure the time 
does not conflict with that? a ae a 


at 
Oo sclock Seer atterdoon and we shall ask Mr. Teatncky to attend also 
in case anything else should come up. | ; : 


Mr. JacKMAN: May I just suggest that ae of the necessity for the 
presence of Mr. Abbott, as well as the rest of us it will have to be when the 


~ 


The CHarrMAn: I phal be glad to. 40 ‘clock Coren 
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advances shall be published in the Canada Gazette within such time and | 


the Minister shall report the said amount to Parliament within ai 
days after the commencement of the next ensuing session thereof. 


Clause 7 (2) adopted as amended. 
Clause 7 adopted as amended. 
Clause 39 reconsidered. 


On motion of Mr. Rinfret, it was 


Resolved: That Clause 39 be amended by deleting subsection (1) and (2) 


and substituting therefor the following: 


39. (1) Within five months after the thirty-first day of December in 
each year the Board shall submit to the Minister a report of the opera- 
tions of the Exchange Fund Account for the twelve months ending on 
the said thirty-first day of December, in such detail as the Minister 


may from time to time regard as reasonable and proper, together with ~ 
such summary or report by the Chairman of the Board as he may deem ~ 


desirable or as may be required by the Minister. 


(2) A copy of the report under this section shall, within fourteen — 
days after receipt thereof by the Minister, be published in the Canada — 
Gazette, or if Parliament is not then sitting, it shall be laid before Parlia- — 
ment within fourteen days after the commencement of the next ensuing — 


session thereof. 


‘Clause 39 adopted as amended. 


The Minister continued reading a prepared statement and was questioned 4 


thereon by Messrs. Macdonnell and Jackman. 


A motion by Mr. Macdonnell that the Bill be amended by: adding a new : 
clause which would have the effect of restricting the duration of the Bill to © 


thirty days after the next meeting of Parliament was peeatives on division: 
Yeas, 3; Nays, 7. : 


The Chairman filed, and placed on record an opinion signed by the Deputy — 


Minister of Justice with reference to Bill No. 195. (J-R. 11.450-45, dated July 
23, 1946). 


Clause 11 reconsidered. 


On motion of Mr. Rinfret, it was 


Resolved: That Clause 11 (1) be amended by deleting the words “Deputy s 
Postmaster General” and substituting therefor the words “Director of Opera- — 


tions, Post Office Department’. | 
Clause 11 (1) adopted as amended. 
Clause 11 adopted as amended. 
Clause 25 reconsidered and adopted. 
Clause 35 (3) reconsidered and adopted. 
Clauses 41 and 42 stand for further consideration. 


The Committee adjourned at 11.25 a.m., to meet again at 4.00 p.m. 


ia 
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‘he Coahinitiss aa at 4.00 p. m., Me Cleaver, presiding. 


= present: Messrs. Breithaupt, Cleaver. Fraser, Gour, Hazen, Irvine, . 
, Jackman, Lesage, Mayhew, Rinfret, Sinclair (Ontario), Thatcher. 


Y In attendance: Mr. R. W. Mayhew, M.P., Parliamentary Assistant to the 
a / painter of Finance, Mr. R. H. Tarr, Secretary, Foreign Exchange Control Board, 
nd Mr. D. W. Mundell, Department of Justice. 


The Committee resumed consideration of Bill 195 on Foreign Exchange 
hero , 


4 ~ On motion of Mr. Lesage, | 
_ Resolved—That clause 41 be amended as follows:— 


4 Eas deleting sub-clause (1) and submitting therefore the following:— 
aan (1) The Board or any Inspector designated by the Board for the 
E purpose May conduct inquiries or investigations into matters relating to 
_ transactions to which this Act applies and may require any person to 
furnish information revelant to an inquiry or investigation and may 
summon before him any person and may examine him and require him to 
give evidence orally or in writing, on oath or, if he is entitled to affirm, on 
solemn affirmation or by statutory declaration, on any matter pertinent to 
such inquiry or investigation. 
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By deleting sub-clause (6) and substituting therefore the following:— 


| (6) Any person who is examined and required to give evidence in the 
course of an inquiry or investigation under this section shall be entitled to 
be represented by counsel at such examination. 


By adding the following sub-clause (8) :— 
. (8) No person shall be arrested for an offence under this section 
without a warrant. . 


- Clause 41 adopted as amended. 


On motion of Mr. Lesage, clause 40(1) was reconsidered and amended by 
pete all the words after the word “Act” in the second line thereof. 


Clause 40 adopted as amended. 

a Clause 42 (3) and (4) were reconsidered and adopted. 
Be. Title carried. 
af wf The Chairman was ordered, on division, to report the bill. 
~The Committee adjourned to the call of the Chair, 5 
| = R. ARSENAULT, 
re : Clerk of the Committee. 


- MINUTES OF EVIDENCE 


Hovusrt or Commons, 


July 25, 1946. 


—- The Standing Committee on Banking and Commerce met this day at 10 
eo ‘clock a.m. The Chairman, Mr. Hughes Cleaver, presided. 

The CuarrMAN: Gentlemen, we have a quorum. By referring to volume 
Yo. 5 of our minutes and evidence in the evidence of July 17 you will find at the 
0} opening of that meeting a summary of some five matters that the minister was 
asked to discuss, and if it is your wish we will proceed with that now. 
| ~ Mr: Maan nine: Mr. Chairman. I have three or four questions I should 
: “Tike to ask of Mr. Rasminsky, but I shall be as short as I can with them. 


BAe 


= Mr. L. Rasminsky, Chairman (Alternate), Foreign Exchange Control Board, 
Bes gered: 
, a 


ae By Mr. Macdonnell: 
oo GQ. Mr. Rasminsky, I want to make sure that 4 am raht* on this point. If 
Mr. Jackman and I go to the board and Mr. Jackman wants to build a factory 
in the United States ‘and I want to invest in securities in the United States, my 
- understanding is that the board will give Mr. Jackman American exchange for 
his purpose but will not give it to me for mine; is that correct?—A. Subject to 
certain qualifications regarding the nature of Mr. Jackman’s investment, what 
you say is true. 

Q. My question, secondly, is that if I am refused permission by the board 

Be 
__ to receive from them American exchange for that purpose of making my invest- 
ment there is nothing to prevent me from making my investment by using for that 
- purpose Dominion of Canada bonds which are saleable in New York; is that 
_ correct?—A. Whether or not you are refused permission, it. is open under the 
present regulations for any Canadian who wishes to secure a marketable security 
in the United States to do so by the export of securities including dominion 
is _ government bonds from Canada. 
___ Q. And there is no limit on that?—A. There is no limit on that. 
BS ge Theoretically that leaves the door wide open. I suppose the limitation 
on that is that any man doing it would suffer to some extent by the fact that he 

would not be able to sell dominion bonds in New York for the same price that 
he could get here?—A. At the present time that is the only difference between 
_ acquiring his investment through the purchase of exchange and acquiring it in 
that way, from the point of view of the individual. From the point of view of 
3 the Canadian economy there are, of course, important differences in the two 
methods. The aim of the security exchange regulations has been to permit 
the maximum amount of freedom in security exchanges by residents on non- 
- resident markets which is compatible with two things; with there being no net 
_ export of capital from Canada and, secondly, with there being no transfer of the 
_ United States dollar reserves from official to private hands. 
4 j Q. I do not want to lengthen this. I want to clear this matter up by asking 
if this is a correct statement. In other words, here is the Foreign Exchange 
6 ontrol Board with a pot of securities—the Foreign Exchange Control Board 
which will facilitite out of its resources and through its means certain transactions 
eh not others. One of the transactions it ordinarily will not facilitate is purchase 
_ of securities in the United States, but there is a by-pass which cannot be used 
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theoretically without limitations; in others Cirle the Stee can make 
payment to the Unites States with Dominion of Canada bonds?—A. Or other 
securities. 


Q. The second question I have to ask is this. At the time hen Canadiam | 
exchange was being revalued I take it the position was that the government came ~~ 
to the conclusion or the board came to the conclusion, that the American dollar 


was buying 10 per cent too much in the country;.in other words, we were sending 


out 10 per cent too much goods in return for the American money we were 3 


getting; is that correct?—A. I do not think that is an incorrect way of putting it. 
The statement of the reasons why the government came to that conclusion was- 
made by the Minister of Finance in the House on the 5th of July. 


Q. This may probably not be a proper question and if so just say so. Would ~ 
you say whether that condition had existed some considerable time prior to | 
that period?—A. I would answer that this way. As I said previously in my |) ~~ 


evidence, the question of the appropriate exchange rate is an anticipation of the 


future as much as it is a reflection of past history, o1 of the existing fact. The 4 
inference to be drawn from the fact that the rate was changed on the 5th of © 
July is that at some time prior to that date the government’s anticipations — 


regarding the future, based no doubt in part on the. recent past, were of a 
character which led a to the conclusion that the value of the American dollar 
should be reduced by 10 per cent. 


Q. Now, my next point. Do you think it is at least arguable, strongly — 


arguable, that there is a great deal to be said for having your exchanges regulate —@ 


themselves somewhat less drastically? In other words, have your regulation — 
more gradual rather than have a sudden drop of 10 per cent?—A. I would like — 


to be sure I understand your question. Is the question whether in circumstances — a 
in which the government came to the conclusion that a 10 per cent change of the - 


a 


exchange rate was appropriate that it should decide to make that change by small 
stages rather than making a 10 per cent change? 


Q. No, it is broader than that: whether you do not think that exchange ~ 


readjustment would be better to come about— oradually rather than in such a 4 


tremendous minor convulsion as a 10 per cent drop which has a profound effect 
on a great many people?—A. If a free exchange market could be depended upon 
to make gradual adustments in accordance with what Mr. Jackman, in a question ~ 
some time ago, called natural economic forces, I think that oradual adjustments | 
would be preferable to major adjustments of that sort; but I think that the whole - 
history of the fluctuations of the Canadian exchange ‘rate under a free exchange 
. market demonstrates that a free exchange market has in recent history, save for 
a relatively short period, not in fact produced such gradual adjustments. 

Q. I do not want to leave it exactly as it is. It seems to me if you take 
the period between 1920 and 1940 apart from the two periods when government 
intervened there was a good deal of steadiness. There are many sections in the 
Act which passed through my mind the other day and which I call police provi- 


- slons, extraordinary powers. Where did these come from? Have you had them _ q 


all during the years or were they taken from other practice?—A. I think, sir, 
they are based on the experience of every exchange control system which has 
ever attempted to offer— 
Q. Have you ever compared it vite the German system?—A. Letter for. 
etter! 

'Q. Yes, or in any other way?—A. No, sir, I think that the whole history om 
the exchange control—the experience of every country—is that if an exchange 


control is to be effective it must be comprehensive. IJ think the history of every 
system, including the British to which you have particularly referred, proves 4 | 


that any loopholes left in the system will be used as a channel of evasion by 
those who wish to evade the exchange control regulations. 
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2Q; ‘Still, you are agreed or you are ready to comment that many of these 
; eeiikions seem to indicate that they have at present many of the characteristics 
_ of the police state in respect of this Act, because you can arrest people without 
warning and so on. I think those are all the questions I have to ask now. I do 
- want to say something as to the time but that will come later. 
3 Hon. Mr. Assorr: As the chairman indicated there were a number of 
sections allowed to stand, and-I was to make a statement on two or three points 
raised by Mr. Macdonnell and others. The first question he raised was with 
- regard to section 39 on the submission of the annual report of the board to 
_ parliament or if parliament were not sitting at that time it would be tabled 
_ within a certain delay after the next session, and he-pointed out that that might 
~ mean an unusually long delay. A somewhat ‘similar provision is contained in two 
- or three other sections with respect to advances made to the exchange fund, 
and I stated at the time I would be glad to consider an amendment which would 
cover the point which was raised. I have a proposed amendment to section 5, 
subsection (4), which calls for a report to parliament on other foreign exchanges, 
other than U.S. currency, held by the board. Section 39 was the one referred 
— to by Mr. Macdonnell and relates to the annual report. There is also section 7, 
subsection (2), which relates to a report to parliament of the advances made by 
the minister out of consolidated revenue fund to the exchange fund account. 
I have three amendments to cover those three sections. I do not know 
whether I should read the amendment in full. Perhaps I might read one which 
is a pattern for the other three. First, as to section 39, which is the section 
raised by Mr. Macdonnell, I suggest that that.be amended as follows:— 


39. (1) Within five months after the thirty-first day of December 
in each year the board shall submit to the minister a report of the 
operations of the Exchange Fund Account for the twelve months ending 
on the said thirty-first day of December, in such detail as the minister 
may from time to time regard. as reasonable and proper, together with 
such summary or report by the chairman of the board as he may deem 
desirable or as may be required by the minister. 

(2) A copy of a report under this section shall, within fourteen days 
after receipt thereof by the minister, be published in the Canada Gazette 
and, if Parliament is then sitting, be laid before Parliament, or if 
Parliament is not then sitting, it shall be laid before Parliament within 
fourteen days after the commencement of the next ensuing session thereof. 


Mr. Macponneuu: You have made it five months instead of six. What is 
the full delay? 

Hon. Mr. Assort: Five months and fourteen days. 

- The Cuarrman: May we carry section 39 as shown in the bill with the words 
_ substituted as read? 


Carried. 

‘: Hon. Mr. Padaet The next is section 5. Perhaps I need not take the tame 

to read the whole amendment, but there again the minister is required to report 

~ to Parliament within thirty days after the 31st of March of each year the 

~ amounts authorized by the Governor in Council under paragraph (c) of subsec- 

tion (2) of the section, and I am suggesting in the amendment that if Parliament 

is not then sitting the amounts so authorized be published in the Canada Gazette 
_ within that delay and the report be made to Parliament at the next session. 

The CuarrMan: I take it that it is a new subsection (4)? 

Hon. Mr. Assorr: No, it is an amendment that subsection (4) of section 5 

be replaced by an amendment which I have here. 

P . The Cuatrman: It is moved that subsection (4) of section 5 be deleted frou 

_ the bill and the following substituted in lieu thereof:— 
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(4) The Minister shall report to Parliament with thirty aoe after 
the thirty-first day of March in each year the amounts authorized by 
the Governor in Council under paragraph (c) of subsection two of this 
section which were outstanding on the last day of the preceding calendar 
year or, if Parliament is not then sitting, the amounts so authorized shall 
be published in the Canada Gazette within such time and the Minister 
shall report the said amounts to parliament within thirty days after the 
commencement of the next ensuing session thereof. 


Are there any objections? 


Mr. Jackman: Does that mean that the pee ion will be published 7 
within a certain time after the 31st of March? 


Hon. Mr. Assorr: Within thirty days after the 31st of March each year. It 
Parliament 1 is not sitting we are going to publish it. 

Finally, section 7, subsection (2), which requires the minister to report to ~ 
Parliament within thirty days after the 31st of March the amount of advances ~ 
outstanding to the exchange fund account; and there is a similar amendment to 
provide that if Parliament is not sitting ‘that report will be asa in’ the 
Canada Gazette within the delay mentioned. . 


The CuarrMan: Shall the amendment carry? — 


Carried. 


Mr. Rivrrer: Is there not one other with regard to the | same “question? q 
Subsection (3) of section 35 was left standing for the same reason. 


Hon. Mr. Apgortr: Yes. I think subsection (2) provides that no regulation 
shall be effective until approved by the Governor in Council and published in — 
the Canada Gazette, so that is all provided for. 


Mr. RINFRET: That j is why it was allowed to stand. 


Hon. Mr. Axsporr: I think it was overlooked. Subsection (2) made ~ 
provision for publicity in that case. Mr. Macdonnell raised two or three 
questions to which Mr. Cleaver referred. Mr. Jackman raised a question as to 
whether the amounts which might be advanced to the exchange fund by the ~ 
minister out of consolidated revenue fund were unlimited, and the answer to that 
is in the affirmative. The position is this: under a number of other Acts lam 
informed a similar provision is made whereby moneys may be advanced from ~ 
the Consolidated Revenue Fund to other government accounts for working — 
capital or otherwise. I should state that in most, if not in all of these cases, a 
definite limit is set. But it is pointed out to me that here the purpose of the — 
advance is to purchase cash. It is really a transfer of funds. The Auditor ~ 
General, I am informed, has expressed the opinion that it is not even necessary ~~ 
to obtain statutory authority for this operation. But in any case, be that as 
it may, we are asking for statutory provision here. The reason why it is not © 
considered advisable to put a limit on is that the board is under obligation, for 
instance, so long as the present policy is in existence, to purchase all American 
dollars which are offered to it for the account of a Canadian citizen who wishes - 
to sell them. It would therefore be necessary in order to make this workable to 
place the amount of the limit at perhaps a very large sum, which might not be 
desirable and might not be fully understood. The amount which is advanced = 
to the exchange fund account must be disclosed el and published in the — 
Canada Gazette. 

Mr. MacpdonNnELL: You would not accept $2,000,000,000 would you? 2 

Hon. Mr, Assorr: I dare say that would be adequate. I am not an expert — 
in foreign exchange control. But I really think it is better to leave the amount ~~ 
unlimited. There is no risk involved. It is just a transfer from one pocket to 
another. “= 

Mr. JAcKMAN: If that were so, I might agree with you. But it is quite 
obvious that if we had spent $1 billion acquiring United States exchange, as we Ye 


~ 
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ee: : 
_ might well have done prior to July 5, and we find after July 5 it is worth 10 per 
cent less, we have lost $100,000,000. That is a very great sum of money, in 
view of taxation. 


Hon. Mr. Assorr: I do not want to enter into an argument on this “loss” on 
_ exchange operations. But the fact remains, I think, that so long as we operate 
- exchange control we must be prepared to purchase foreign currencies; or if we 
| operate on the other basis and operate a stabilization fund, we would have to 
use the same device. So in the result, the government has come to the 
conclusion that the section as submitted must stand and that we think it 
- inadvisable to attempt to-put a limit on the amount of these advances. 

Mr. Macponneu: Mr. Chairman, I am inclined to agree with the minister 
- im one sense, namely that if we accept the principle of this—which in many ways 
I greatly deprecate—except for a very short period, and let us say, we authorized 
$100,000,000, $200,000,000 or $400,000,000, if the time came when that was not 
enough, then it might be very awkward. The alternative, of course, would be— 
an alternative which might be attractive, Mr. Minister, and which we can not 
wholly abandon in our minds at the moment—the fixing of an amount which is 
very large, and which would show the people of Canada after all what does 
- underlie this, that they are relying on the judgment of a few people; and the. 
judgment of those few people might run them into terrific and alarming losses. 
_. Are we not leaving ourselves open? 

' Hon. Mr. Assott: Yes. I appreciate that. I thought I should state that 
é 


after consideration the government feels that this section as contained in the 
bill should stand. 

Mr. Jackman: Of course, the reason the minister does not want to state a 
specific sum which would give sufficient amplitude to the operation of the board 
is that the amount would be so large it would probably frighten the public who 
would not understand it. 

Hon. Mr. Assorr: No. I do not think that is my reason. But I think the 
amount might have to be unnecessarily large. 

Mr. JAcKMAN: Oh, oh. ; 

Hon. Mr. Aszorr: Yes. I think as Mr. Macdonnell has very aptly said, if 
: we are operating a system—although I do not want to put words into his 
-mouth—of exchange control, there must be a degree of flexibility to enable us 

to operate efficiently. 
| Mr. MacponneE.Lu: That is a perfectly correct statement, but I should like to 
make this reservation: unless one named a figure which was so extraordinarily 
large that it would obviously be sufficient; and of course that would alarm the 
people. That may bring out our point. 
Hon. Mr. Asporr: I think that is correct. 
The further point that I think was raised by Mr. Macdonnell at a recent 
meeting of the committee, at not all of which I was able to be present, he took 
the position, as I understand it, that there should be incorporated in the foreign 
exchange control bill provisions stating the specific circumstances under which, 
and the limits within which, persons affected by the bill will as a matter of 
- right be permitted to export capital from Canada or to enter into other trans- 
~ actions which are subject to supervision or control by the Foreign Exchange 
~ Control Board. 

Mr. MacponneEtu: I wonder if that is a confusion of two points I made. 

Hon. Mr. Assorr: Perhaps I might continue with this. This is a prepared 
statement and perhaps you would see whether it actually reflects your view. In 
particular, Mr. Macdonnell has asked the government to consider amending the 
bill in two respects: 

(a) to allow an emigrant from Canada to export capital up to some desig- 


es eee 


i eS ae ee 
4 ‘ 


~~ sa -~-25-5 7 


nated limit as a matter of right; and 
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(b) to incorporate the general principles under which ne exports and i im-— a 


ports of capital will be permitted. . : 

Mr. Macponneuu: That is right. 

Hon. Mr. Assotr: The position of the government with respect to ‘#heee 
proposals is this. It believes that the continuation of foreign exchange control is 
necessary for the reasons given by the Minister of Finance in his statement on 
the resolution preceding the introduction of the foreign exchange control bill. 
It also believes that the system of exchange control which is established should 
be effective to accomplish its objects. 

The question of the circumstances under which and the amount to which 
capital may be exported from Canada is a matter of policy which must neces- 
sarily be determined by the government in the light of the general exchange 
position as it exists from time to time. The policy presently being administered 


by the Foreign Exchange Control Board—and it will be continued so far as — 


possible—is a liberal one and the intention is to pursue as liberal a policy as 
the circumstances warrant. No one can predict what the foreign exchange 
position will be in the future, however, and if the present measure is to be 
effective in accomplishing its purposes the government must be free to change 
any of its foreign exchange control policies to meet changing situations as and 
when they occur. 


Accordingly, the government cannot accept amendments to the foreign . 
exchange control bill of the character proposed by Mr. Macdonnell which would ~ 
have the effect of limiting the government’s ability to adapt its foreign exchange 


control policy in order to deal quickly and effectively with situations which may 
arise in the future. 


Mr. MAcponNnELL: Mr. ‘Chairman, again I‘ have no tdpsire to take up the a 
time of the committee with argument at this stage. But I want to point out — 


that it seems to me that entirely overlooks one thing which I said, and which I 


think I made perfectly clear. I said that I recognized there might have to be 


changes from time to time. I think I was very specific in that. But again I am 
not going to continue the argument. I just want to make this point very clear. 


I was going to ask about it anyway. As I see it, this definitely means that the 
government feels that no principle of gradualism can be introduced into this. It ~ 
is either whole-hog or nothing. If this bill goes for five years, as I have sug< 


eested—and I hope it will not be so—for five years we will have this same control. 
I suggest to the minister—I think the minister was in the room yesterday when 


IT suggested this—that ten years ago these powers would have horrified us.. ~ 
During the war we needed them. The war is now over. What is happening gy 
now is that they are going to be imposed upon us for an indefinite period in ~ 
peacetime, All I pleaded for was some gradualism, some beginning of the way 
out. I make the point that I was very explicit as to the possibility of changing ~ 


it. I am just asking as to the position now. I take it that this answer really 


means that the sovernment sees no possibility of introducing any gradualism into 


this. 
Hon. Mr. Assnorr: I would not quite agree with that. 
Mr. Macponnetu: Is not that the effect? 


Hon. Mr. Axssorr: Put it this way, that the government feels that in a 
matter of this kind it must retain freedom of action; that the exchange controls 
must be sufficiently flexible to allow continued relaxation, such as you suggest, 


if the circumstances warrant it, but which do not restrict the government in ; 


oy 


taking.a necessary decision as to exchange policy. 

Mr. Macvonnetu: Might I make this clear. I am admitting that we need 
exchange control for a while. At any rate, Iam not disputing that; and I went 
a long way when I pleaded for this small right as of right. As I ‘said, let the 
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- Foreign Exchange Control Board fix what it thinks is safe based on experience. 
- The amounts involved are quite trivial, or I understand that they have been 
quite trivial. I suggested to let them fix the amount. I pictured it to myself 
merely as the opening of the wedge or the beginning. I said, let them change 
the amount from time to time. I am ready to do anything to make it safe. 
_ May I say this, and this is the last remark I have to make. My thought is for 
the beginning of something as of right. 

On the other point, the point of publicity, the minister’s answer there to me 
is not convincing at all because I suggested that the board’s policy should be 
known. I did not suggest it should be rigid. I did not suggest it should be 
unchangeable. I merely suggested as far as possible it should be known. I 
am suggesting again, with respect, that here we have another concentration of 
‘power, with the almost inevitable desire for a certain measure of secrecy. 

Hon. Mr. Assorr: Would you like me to ask Mr. Rasminsky to comment 
on your reference to the policy of the board being unknown? 


Mr. Macponne.u: I should be glad to hear him. 


The Witness: I should like to summarize the various forms of publicity 
which the Board has-given to its policies and procedures. 

In the first place, we have issued five bulletins explaining different aspects of 
exchange control. Bulletin No. 1, Foreign Exchange Control, was issued in May, 
1941. It outlined briefly the reasons for exchange control, the main provisions of 
the Foreign Exchange Control Order and Regulations and the general policies 
administered by the Board. The number of copies printed was 56,000 English 
and 12,000 French. 


Bulletin No. 2, Exports of Goods, was issued in 1940 and revised in 1941 
and 1942. It described in detail foreign exchange control policies and procedures 
in connection with exports of goods. The number of copies printed was 80,000 
_ English and 25,000 French. 

Bulletin No. 3, Imports of Goods, was issued in similar numbers and 
described in detail foreign exchange control policies and procedures in con- 
nection with imports of goods. 


Bulletin No. 4, Travel by Residents of Canada, was issued in 1941 and 
revised in 1942. It described in detail the travel policy in force at the time. The 
number of copies printed was 700,000 English and 150,000 French. 

Bulletin No. 5, Securities Transactions, was issued in 1941. It outlined 
foreign exchange control policies and procedures relating to transactions in 
securities. The number of copies printed was 55,000 English and 7,000 French. 

Secondly, the Board printed and distributed 8,000 copies in English and 
2,000 copies in French of an article I wrote on “Foreign Exchange Control in 
_ Canada: Purposes and Methods” which was published in “Canadian War Econo- 
mics” by the University of Toronto Press in 1941. 


Third, there is the Foreign Exchange Control Board Report to the Minister 
of Finance dated March, 1946, which is in the hands of the members of the 
committee. This describes in detail the operations of the Board to the end of 
1945 and summarizes the policies administered by the Board. We have printed 
15,000 copies in English and 21,500 in French. 

Fourth, from time to time press releases and public circulars have been 
issued dealing with new developments in foreign exchange control policies and 
procedures; 50 or 60 such press releases and public circulars have been issued. 

Fifth, the chartered banks have wide authority to approve transactions and 
have detailed instructions as to the procedure to be followed. The great bulk 
of foreign exchange transactions can be approved by the banks without special 
reference to the Board. 
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Sixth, chartered banks, trust companies, members of Canadian stock 
exchanges and of the Investment Dealers’ Association have wide authority to 
approve security transactions. Detailed instructions have been issued to them 
and are available to the public. 

Finally, in order that the Order and Regulations might be readily available 
to the public in convenient form, consolidations were printed in English and 
French in 1941, 1942 and 1944 and given wide free circulation. 


Mr. ee Mr. Minister, while I support the suggestion of Mr. Mac- 
donnell. that we should like to have the principle established that an emigrant 
can take with him a minimum fixed amount, I should like to ask in that regard 
if we put it as low as $5,000, could that possibly seriously interfere at almost any 
time—even during a crisis period when the regulation or permission might well 
be withdrawn and be acceptable to everybody in the country—with the operation 
of the fund? Let us say we were to put in statutory form the right for an 
emigrant to take out $5,000 with him once his residence is established elsewhere. 
Would that interfere with the operation of the fund? 


Hon. Mr. Assott: I think that was fairly fully discussed when tine question 
was up before, Mr. Jackman. Mr. Rasminsky, as I recall it, made some 
comments on it. One thing it would prevent would be, were it necessary, the 
reimposition of travel restrictions. I, for one, do not see how we could do that if 
we were allowing every emigrant to take $5,000 out. I cite that as one example. 
I am inclined to think it would. If you care to have Mr. Rasminsky comment 
on it, allright. I am not really expert enough to comment on this. 


Mr. JAckMAN: Might I put another question and if Mr. Rasminsky wishes to — 


comment, all right. Would it make any difference to the public whether or not 


the emigrant merely presented an application to the board for United States © 


exchange with which to transfer his funds? That is the first situation. The 
second situation would be where the emigrant had already United States 


securities outside of the fund controlled by the board and would make no draft — 


on the exchange situation. He would simply buy Canadian securities which he 
would have at some time in his life sold in the United States and acquired 
American securities. Would it make any difference to the operation of the board 
if this amount of what I might term surplus funds over and above the board’s 
pool, were allowed to be taken with him if he established residence in the United 
States? 

The Wrrness: I think it does make a alereace from two points of view, 
Mr. Jackman. The first is that, as has been developed in previous discussions of 
this committee, the holdings of United States securities by Canadians are an 


ultimate reserve of United States funds in that they can be called up in a time 


of crisis and requisitioned. ‘Therefore to permit a Canadian who has United 
States securities to be treated differently would be to alienate United States 
assets from the Canadian economy, and in addition, discrimination would be 
involved in favour of the particular Canadian who happened to choose to invest 
his assets outside this country as compared with the Canadian who chose to 
invest his assets in Canada. Another difference that it makes is in respect of 


income on these securities. There is a continual flow of income from Canadian 


holdings of American securities and that would be forgone if differential treatment 
were given. 

Mr. JAcKMAN: The discrimination, of course, is perhaps outweighed by the 
fact that the Canadian has already had the foresight to make provision for 


American assets on his contemplated move at a time when it did not interfere — 


with the exchange position of the board. 


Hon. Mr. Assorr: I wonder, Mr. Jackman, if you would allow me to finish — 
the points on which I desire to comment, because I will have to leave very shortly. 
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| _ Mr. Jackman: Certainly. 
s Hon. Mr. Assorr: The last one was, I think, the sftoctiog of putting a time 
4 jimit on the duration of this bill, which was first raised by Mr. Macdonnell on 
the second reading. As to that, T have very little to add to what I said in the 
~ early stages of the committee hearing, namely that I would be reluctant person- 
ally to see a time limit put on the duration of this bill. With Mr. Macdonnell 
I would hope it could be repealed just as soon as possible; and the limit which, 
- after consideration and discussion, I feel would have to be put on might be 
| misleading. I would not be prepared to consider or the government would not 
be prepared to consider, if we put a limit in, a limit of less than five years. I do 
— not like putting a limit of five years in the bill. I would prefer to leave it free 
_ to parliament to repeal it, if circumstances permitted, before that time. I suggest 
_ that we allow the bill to stand as it now is with no limit. But if there is a strong 
_ feeling that a limit should be put on, I would be prepared to agree to a limit of 
the order of five years. 
Mr. JACKMAN: You would be prepared to agree to that? 


Hon. Mr. Asporr: Yes. What I would suggest is that it shall expire on such 
_ date after the Ist day of January, 1951, as may be fixed by resolution of the 
| g Senate and House of Commons, respectively. That would leave it free for any- 
_ body to introduce a resolution into the House. It would not have to be a 
-' government measure. I do not feel that I could go any further than that. If I 
may urge my own personal view, I think it might be better to leave it open -for 
repeal before that time if circumstances are such that it could be done. 

Mr. Macponnetu: I will be very brief. I hold the opposite view very 
earnestly. I think as a matter of accident, it almost appears, the socialists are 
not here this morning. I feel very earnestly, more earnestly than I can possibly 

say, that in passing this bill.we are passing a measure which has one of the 
- characteristics of the socialist state. Do not let us fool ourselves. We have had 
very largely a socialist state during the war. That was inevitable. We have 
built up a very fine group of men who have exercised enormous power. They 
have exercised it very well. We have grown accustomed to it. We believe in . 
them. As I said in this room before, they would be superhuman—indeed they 
would be unhuman—if they believed this power could suddenly be transferred 
~ over. I do not believe it could be suddenly transferred over. I am suggesting 
there is a very strong reason which has arisen since we began our discussion for 
the bill being for the duration of one year, and that is the passage of the American 
loan under which, as you will remember, there is provision that Great Britain has 
to free its exchanges, if I understand it correctly, within a year. I suggest that 
raises the point—I should have said on current account; Mr. Jackman corrects 
me. I suggest that is a very strong reason for your reconsidering our position 
at the end of the year; and I am all the stronger in that view, infinitely stronger 
‘im that view because of the principle of gradualism. The government has not 
been able to accept it. In other words, it is whole-hog or none. As I said when 
the matter came up in the House, to me there is a definite psychological difference 
__ between leaving this to be repealed when parliament decides to repeal it and, on 
- the other hand, leaving it with the onus of justifying itself a year from now. The 
~ second point is a point I deeply regret in this thing, but I believe it is inevitable. 
I want to make this very clear. I believe that many members of the House, if 
_ they vote for this bill, will do so without really reflecting on the underlying 
principle behind it. I mean, freedom is a funny thing. It is a difficult thing 
to manage. It means that people have got to reflect on it and understand it. 
It can slip away. I was very interested in what Mr. Rasminsky said this 
morning. We have here a police state bill in many of its aspects. 
The Witness: Excuse me, I did not say that. 


Hon. Mr. Assotr: Thas was your word, Mr. Macdonnell. 


— 
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Mr. MacponneE.Lu: Wait a minute, please. Let me Ce it this way. I said that 

The WirTness: Yes. 

Mr. MacponneE.u: Let me put it this way. 

Hon. Mr. Assporr: You asked Mr. Rasminsky to comment on it. 

Mr. Macponneitu: Wait a minute. I think Mr. Rasminsky bore me out to 
this extent, in saying that this provision was either common to or a sort of sum- 
mation of the various Acts of various countries. I do not want to overstate this. 
Let me put it this way again. If there has been any power left out of this, it is 
hard for me to believe it. To use my own phrase, this is characteristic of a 


police state, and I defy anybody to deny that. I suggest therefore to people’ 
who believe in freedom and there are many in this room who do—that there is no © 
need of our giving up our freedom; and that is what we are doing here now, 


for five years. 

Then there is just one final point. No one in this room believes—to mention 
only those who are here this morning that Mr. Rasminsky and those associated 
with him are going to turn tough and behave like Dr. Schacht or any such 


nonsense as that. I am not trying to suggest any such nonsense. But what I am | 
going to suggest is that when free people hand over powers, they ought to do it — 


jealously. In my opinion, there is no earthly need to do that for five years. 

| Hon. Mr. Apsotr: We are not doing it for five years. It may be repealed 
next session if parliament wants it repealed. That is the point that should be 
emphasized. I cannot but take exception to that statement that it has the 
characteristics of a police state. I have no personal experience with the opera- 
tions of a police state, but I do not consider that the powers which are asked 


for in this bill are in any essential respect different from a great many powers — 


which the government has exercised for years in the interest of its citizens. 
Some Hon. Mrempers: Hear, hear. 


The CHAIRMAN: On this point of. the principle of gradualism, I only want 


to take a moment. I feel just as strongly— 


Hon. Mr. Assorr: Mr. Chairman, I shall have to leave shortly to go to 
the House, so would you permit me to ote a word here? 


The CHAIRMAN: Yes. 


Hon. Mr. Asspotr: On that point that the Washington sehen required | 


that they relax exchange control, here is a statement by the Chancellor of the 
Exchequer on 12th December, 1945:— 


In the Washington Agreements, references to exchange control are, 
generally, to exchange control of current transactions. In the Bretton 
Woods Agreements, exchange control of capital movements, as distinct 
from current transactions, is not only permitted but positively enjoined 
on all members—which is a very remarkable and interesting fact. In the 


view of His Majesty’s Government this is an admirable provision, and 


we intend to live up to it. 
The CHAIRMAN: Gentlemen, it is now 5 minutes to 11— 


Mr. MacponneEuu: I would move as an amendment that it should be reduced © 


to one year, in order to bring the matter to an issue. 

The CHAIRMAN: In view of the time, it being 5 minutes to 11, I shall 
restrain myself from commenting on the principle of gradualism other than to 
say this, that I believe gradualism can come much more quickly when it comes 
as a result of exchange control board regulations which, it they go a little too 
much in advance of current events, can be modified immediately. 


Shall section 11 carry? 
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~ Mr. he I do not want to delay these ek are but there is one 
natter I would like some light on, and it is this: how many Canadians gave 
’ Faotice that they were going to move to the United States during the last six- 
teen months, and how many of that number have applied to the board for 
q permission to take their funds with them? And of that number how many 
were allowed to take funds and to what amount? 

a The Wrrness: Is the question how many persons have been permitted to 
4 take funds to the United States? 

_ Mr. Hazen: No, how many Canadians moved to the United States in the last 
sixteen months and have resided there and of that number how many applied 
_to the board to take funds with them? 

The CuHatrMan: Excuse me one moment, Mr. Hazen, Mr. Macdonnell 
' wishes to go into the House and before he goes he wishes to introduce a motion 
as to the duration of the bill. Do you mind allowing your question to stand 
_ for a moment? 

It is moved by Mr. Macdonnell that a section be added to the bill restricting 
its operation to thirty days after the next meeting day of the next session of 
i ‘Parliament. 

All those in favour of the motion please signify? 

The motion is lost. 

| The Wirness: As I understand Mr. Hazen’s question, he has asked how 
' many people have moved to the United States in the last sixteen months to 
reside there and what ameunt of money they have applied to be permitted to 
take with them. I am sorry I have no information on the first question. The 
Foreign Exchange Control Board does not keep track of the movements of 
persons. I can say how many people and how much property was involved in ~ 
the cases where change of status was approved by the board during this period. 
In 1945 the board approved change of status to residence in the United States 
for 10,173 persons, having Canadian dollar bank balances and securities of 
: - approximately $16,000,000 and other assets of approximately $12,000,000. In 
‘the first six months of this year the Foreign Exchange Control Board has 
approved applications for change of status in the number of 7,758 applications, 
_ having Canadian dollar bank balances and securities of approximately $13 ,000,- 
000 and other assets of approximately $9,000,000. 


By Mr. Hazen: ; 

~~  Q. Do I understand from that that you permitted them to take $16,000,000 
_ of bank balances out of this country with them in 1945?—-A. That is the extent 
of the board’s authorization, yes. 
Q. And $12,000,000 more of their securities? —A. That is right. 
The CHatRMAN: The minister has suggested an amendment to section 11 

and it is to strike out the words “deputy postmaster general”’ in the sixth and 
seventh lines of subsection (1) and substitute in lieu therefor the words ‘‘director 
of the Post Office Department”. 
_ -Mr. Rinrret: Director of operations, Post Office Department. 
| The CuarrMan: Yes, director of operations, Post Office Department. 
Mr. JAcKMAN: Does that designate a particular individual? 
4 Mr. Rinreret: It is in order to have a French-Canadian on the board; that 
ds all. 
The CHArRMAN: Shall the amendment carry? 


a 
7: 
” 


Carried. 2 
Shall the section as amended carry? 


Carried. 
- -69417—2 
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Mr. Hazen: There is one other question I would like to ask in regard to 
. this matter. Mr. Rasminsky said that 10,173 persons applied— 


The Wrrness: No, sir, those were the approvals; the number of applications 


approved. 
Mr. Hazen: They were not the number of applications? 
The Witness: No, sir. I have not that mformation here. 
The Cuainman: Would you like to have that information by letter? 
Mr. Hazen: I would like to have it put on the record. 


The CHAIRMAN: Are you willing to have the secretary of the board supply 


that information and we will put it on the record? 

Mr. Hazen: Yes. 

Mr. Hazen: There is one other question I wanted to ask— 

The Wirness: Before we leave that, the secretary of the board tells me that 
he is not certain that there is in the board a complete record of all refused 
applications, we will undertake to supply all the information we have on the 
subject but it may not be precisely what is requested. 


By Mr. Hazen: 


Q. Of the 10,173 persons who applied and were allowed to take out the 


amount of money you mentioned, were they allowed to take out all their other 


assets?—A. Not in each case, sir. In the case of applications involving large — 
amounts where a change of status is approved—and I gave the committee some — 
time ago a fairly complete statement of the circumstances in which change of — 
status would be approved—the individuals are allowed to take out their assets — 


at the rate of $25,000 a year. 
Q. What about cases where they were not large? We had that discussion 


about a farmer, and you said if his assets were $10,000 or $15,000 you would — 


allow only $5,000 to be taken out. You would not call that a large amount. 
I have in mind people of that class. How many of them are there?—A. One has 


to distinguish, Mr. Hazen, between two types of cases; cases where an application — 
for change of status is approved by the board for the reasons I gave earlier in 
my evidence and cases where an application for a change of status is refused — 
by the board. The figures that I have given relate to cases of applications for 


change of status which have been approved by the board. The application of 


anyone with assets under $5,000 would be approved. In addition in any case ~ 


where an application for change of status is refused by the board, the individual 


is nonetheless permitted to withdraw $5,000 of his assets. In point of fact the © 
board is administratively following the policy regarding change of status which — 
Mr. Macdonnell asked should be incorporated in the legislation. The figures 


for the individuals who were refused change of status— | 


Q. Could we get those figures? Could we get the number and what they ~ 
were allowed to take out of the country? I am trying to straighten this out as — 
well as 1 can—A. The secretary tells me, Mr. Hazen, that we do not keep records — 


of refused applications of that type, and the information would involve going 
through— 


Q. You mentioned giving them permission to take money out of the country. 


Do you not make a record of that? 


¢ 
+ 
f 


The CHamrman: Just to shorten this matter, what are the circumstances : 
under which you would grant and what are the circumstances under which you — 


would refuse a change of status? 


Mr. Hazen: I am trying to get the figures. | : 


Mr. Jackman: Mr. Hazen wants to know whether even if change of — 


residence is not permitted you still allow something? 
The Wirnuss: That is right. 


& 
: 
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By Mr. Hazen: 

Q. If the change of status is refused you permit the person to take out 
_ $5,000 from the country. What I was trying to get at was how many persons you 
refused and what amount of money you allowed those persons to take out in 
the last sixteen months?—A. I am sorry, but to keep complete records of all the 
refusals of all applications that are made to the board—to keep complete 
records in a form that would make available information of this sort—would 

require a much larger statistical staff than the board has thought it necessary to 
have. I am sorry that records on that particular point are not available, and 
- it would require an extensive search of the board’s files to produce that informa- 
— tion. 


By Mr. Jackman: 


4 @. Have you had to refuse a substantial number—perhaps as many as you 
have allowed, over the last six months?—A. No, the great majority of the 
applications for change of status have been approved. . 


By Mr. Hazen: 
a (. If your records show the number of persons refused do they not show the 
- amount of funds that were permitted to be taken out of the country by those 
- people to whom you had refused change of status?—A. We certainly have that 
- information in the board’s files. We have not included that in the statistics we 
_ have kept. I would certainly like to get the information for Mr. Hazen if it is 
_ available and I shall discuss this matter with the officer of the board who deals 
_ with change of status applications to see whether any information along this line 
ean be made available. , 
| Mr. BreirHavupr: I agree with Mr. Hazen that it would be interesting to 
_ know that as it affects the past, but I am more interested in future policy. 
3 Mr. JAcKMAN: Would it be too much trouble to get those figures for the 
last six months? 
2 Mr. Tarr: The only way we could get those figures would be to search 
_ several hundred thousand files in order to see which files this type of application 
P ‘is contained in. 
4 The Witness: Our files are name files; that is applications are filed under 
_ the name of the applicant; and limiting the information wanted to six months 
- would not make any difference; we would still have to search through all the 
 board’s files. 
: Mr. BretrHaupt: Perhaps that could be arranged for the future? 
7 _ The Wirness: Yes, I shall be glad to do that and to make the information 
available to the committee on some future occasion. 


Mr. BreiruHaupt: I suggest that. 


By Mr. Jackman: 
} Q. I did ask Mr. Rasminsky—and he was about to answer—for a breakdown 
of the $500,000,000 capital investment by United States residents in Canada 
- during the last five years, and I wonder if that could be tabled?—A. The 
- Dominion Bureau of Statistics collects and publishes a certain amount of 
information on non-resident security transactions. The information that the 
_ Foreign Exchange Control Board has on that particular question I can give at 
- once, because it is in summary form. The increase of approximately $480,000,000 
in American holding of Canadian securities from the 15th of September, 1939, 
until the end of 1945 was divided into four approximately equal parts. Those 
- approximately equal parts consisted of: (1) dominion government securities; 
(2) Canadian National Railway securities; (3) provincial and municipal bonds; 
_ (4) corporation securities. 
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Q. It does not include investments by Americans 1 in branch ‘plants?—A’ No. . 
Investments by Americans in branch plants fall under two headings: (1) the re- — 
investment of earnings which they made in the course of the war, which amounted — 
to about $230, 000,000: and (2) new investments by Americans in branch plants — q 
in the course of the war, which was in the general neighbourhood of $50,000 000 — 
to $60,000,000. That amount of $50,000,000 to $60,000,000 is not included in | 
the fioure of $480,000,000 representing the increase in American holdings and — 
securities. cs 
~~ Q. Would that include the large aluminum development?—A. It would ine i 
clude all direct investments. | 

The CHAIRMAN: Coming to section 25, the committee asked that section 25 
stand and requested the opinion of the Department of Justice. I have a letter | 
from the Deputy Minister of Justice. May I table this and have it appear in — 
the record? Re 


Ottawa, July 23, 1946. 
J.R. 11-450-45 os 
Re: Bill 195 to enact the Foreign Ae 
: Exchange Control Act 
Dar Mr. CLEAVER: 


The proposals contained in Bill 195 are designed to maintain the value — 
of Canadian currency in terms of the currencies of other countries, par- — 
ticularly those with which Canadians enjoy commercial relations. The — 
objects of the measure are to be attained by fixing exchange rates, regu- 
lating transactions in foreign currency and in Canadian currency dealt — 
in by non-residents and regulating exports and imports and transactions — 
in securities between residents and non-residents. A Control Board operat- — 
ing under the direction of the Minister of Finance is to administer the — 
Act. Persons engaged in business are required to furnish full information. — 
Persons engaging in transactions in foreign exchange are required to keep ~ 
records of such transactions and to furnish information. Enforcement 
provisions enable the Board to exercise control over the property of any 
person where this is necessary to insure observance of the Act and define 
as criminal offences acts or omissions which are breaches or evasions of ~ 
the statute punishable by fine or imprisonment. a 

Such a legislative proposal appears to me to be oe beyond the. : 
power of a provincial legislature. In any case, the exclusive authority 
of parliament to legislate in relation to currency, legal tender, banking, — 
bills of exchange, regulation of trade and commerce and criminal law a 
would seem to me to be quite adequate to support the bill from a con- — 
stitutional point of view. 4 

Such a system of control as is envisaged requires various ancillary — 
provisions for the purpose of preventing the scheme of the Act from being — 
defeated. I refer to the measures to regulate and prohibit transactions 
in property and securities between residents and non-residents. If parlia- e 
ment adopts the legislation, it will be on the basis that it deems it meces- 
sary in this connection to prohibit and regulate these transactions 
ordinarily within the exclusive jurisdiction of the legislatures of the 
provinces. I do not doubt that it is open to parliament to deal with such ~ 
matters as part of the projected scheme of regulation and once the statute 
is enacted the provincial legislatures would be pee from interfering. | 


Your very truly, 


(Sgd.) F. P. VARCOE, a 
Deputy Mimster. ae 
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Shall section 25 carry? — 
Carried. 


The next section which was left over was section 35, subsection (3). That 
has already been taken care of by the EmSEEES amendment. Shall subsection 
(3) carry? 


Carried. 


4 Next we come to section 41. As to section 41 the minister has amendments 
- to subsections (1) and (6) which I shall read:— 


41(1) The Board and any inspector designated by the Board for the 
purpose may conduct inquiries or investigations into matters relating to 
transactions to which this Act applies and may require any person to 
furnish information relevant to an inquiry or investigation and may 
summon before him any person and may examine him and require him to 
give evidence orally or in writing, on oath or, if he is entitled to affirm, on 
solemn affirmation or by statutory declaration, on any matter pertinent to 
such inquiry or investigation. 


I shall read the other amendment. 


3 Mr. Jackman: “The board and any inspector ... } should it not be 
a “the board or any inspector’’? 


a _ The Cuarrman: The wording is “and”; I suggest it should be “and/or”. The 

_ subsection would then read “the board and/or any inspector designated . . .” 

and s0 on. 

Subsection (6) reads:— ; 

Mh, 41(6) Any person who is examined and required to give evidence in 

the course of an inquiry or investigation under this section shall be 
entitled to be represented by counsel at such examination. 


_ ~~ Mr. Lesace: Would it be possible to have a special authorization iti each 
_ ease? That is the point I am raising. 
: ze oe Mr. Tarr: Under this section as amended it would be the intention to 
: designate certain inspectors to conduct inquiries generally. 
= Mr. Lesage: Would it not be Bose to have a special authorization in 
each case? 
o ~ Mr. Tarr: I do not see how it ‘ania be practicable. 
ES 
PS (Discussion followed off the record.) 

The CHAIRMAN: Gentlemen, we have cleared now every section in this bill 
except the contentious sections 41 and 42. May I suggest that the members 
who are specially interested confer with the solicitor of the board and the 

secretary of the board and we will meet this afternoon and at the opening of that 
- meeting we will finally clear up sections 41 and 42. 

teal Is it your wish that we should proceed with the small loans matter this 
afternoon? 

Mr. JACKMAN: We have the budget resolutions in the House. 


ea The CuHarrMANn: Well, we will meet at 4 o’clock to consider these two 
Sections. 


The committee adjourned to meet again at 4 o’clock p.m. 
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The committee resumed at 4 o’clock p.m. 


The CuarrmAn: Gentlemen, we have a quorum. We are dealing this after- 
noon with sections 41 and 42. Mr. Lesage moves that an additional subsection 
be added to section 41, subsection (8), which reads as follows:— 


41(8) No person shall be arrested for an offence under this section 
without a warrant. 


The Department of Justice has indicated the viewpoint that there was never 
the intent that there should be power of arrest under this section without a 
warrant. The addition of this clause meets with the approval of the minister. 
All those in favour? 


Carried. 


Mr. Lusace: Is not there another one? 

The CHAIRMAN: That covers subsection (8). Then the minister has recom- 
mended that subsection (1) be amended, and that was read into the record at 
our meeting this morning. Shall I dispense? 

Mr. Hazen: Is not that the amendment we had this morning? 

The CHairmMaNn: Shall subsection (1) be amended accordingly, it reads: 


41(1) The Board or any Inspector designated by the Board for the 
purpose may conduct inquiries or investigations into matters relating to 
transactions to which this Act applies and may require any person to 
furnish information relevant to an inquiry or investigation and may 
summon before him any person and may examine him and require him to 
give evidence orally or in writing, on oath or, if he is entitled to affirm, on 
solemn affirmation or by statutory declaration, we matter pertinent to 
such inquiry or investigation. 


As regards subsection (6) the minister suggests a new subsection which reads 
as follows:— . : 
2 41(6) Any person who is examined and required to give evidence in 
the course of an inquiry or investigation under this section shall be entitled 
to be represented by counsel at such examination. 


Carried. 


Shall section 41 ont 

Mr. Fraszr: I should like to ask a question. I have not attended all the 
meetings, but I should like to ask how a fine is Soe on a person who is caught 
evading the exchange. 

The CHAIRMAN: You will find that in section 60. 

Mr. Fraser: I asked that question because there is a man down in Nova 
Scotia who was fined $1,600, and I wondered what was the total amount involved. 

The CHAIRMAN: It is in section 60: , “Not exceeding double the value of the 
property.” Shall section 41° carry? 


Carried. 
Let ‘us take section 42. The committee asked that subsection (3) and (4) be 


allowed to stand. Shall subsection (3) carry? 


Mr. Lesacr: I have just talked with Mr. Tarr and Mr. Mundell about this 
matter. The objection we had to subsections (3) and (4) was that any inspector 
of customs or excise who is by virtue of section 40 an inspector of the board 
should not have the discretion of seizing any books that they see fit to seize, and — 


¥ 
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me - think Mr. Tarr and Mr. Mundell are ready to accept that subsection (1) of 
section 40 be amended by deleting in line 29, “every inspector of customs and 
excise shall be an inspector of the board.” 
“Mr. Tarr: That is right. 
q The CHAIRMAN: Will you repeat that? 
Mr. Lesace: I move that in section 40(1) the words in line 29, “every 
inspector of customs and excise shall be an inspector of the board” be deleted. 
The CuHaAirRMAN: It has been moved by Mr. Lesage that section 40, sub- 
section (1), shall be amended by deleting all the words after the word ‘Act’ in 
the second line thereof. 
§ Mr. Irvine: Would not that open the matter up for discussion again? I do 
not want to be meticulous. 


_ The CuatrMAn: By unanimous consent of the committee Mr. Lesage moves 
that all words after the word “Act” in the second line of section 40, subsection 
(1), be deleted. 


Mr. Brerrnavrt: It left it too wide open before, was that the trouble? 

Mr. Lusacre: Yes, too many powers were given to them. 
g Mr. BreirHaupt: Too many for people who were not accustomed to that 
_ kind of work? 
Mr. Lesace: That is why we want to restrict it to inspectors designated by 
_ the board. 

The CuatrMan: Both Justice and the secretary of the Foreign Exchange 
_ Control Board accept this amendment. Shall the amendment carry? . 


eek’ 


Carried. 
We have now to deal with section 42, subsections (3) and (4). They were 
asked to stand. Shall subsections (8) carry? 


Mr. Lesacn: They were asked to stand because of the same objection and 
they are covered by the amendment now. 


The CHAtRMAN: Shall subsections (3) and (4) carry? 
| Carried. 
4 Shall the preamble carry? 
a Carried. 
Shall the title carry? 
m=. ~ Carried. 
Shall I report the bill? 
| Carried. . 


Mr. Jackman: On division? 

The CHArRMAN: On division and as amended. 

Now, gentlemen, we shall have to make some arrangements with regard to 
our meetings on the small loans matter. I warned the interested parties we would 
not be ready to hear them this afternoon because some of our members wanted 
to attend on the budget resolutions, but should we go on with that work to- -morrow 
R morning? 
> Mr. Irvine: Would it be possible to postpone that until we get through with 
' the bulk of the resolutions on the budget? 

3 The CuarrMman: I think that is a wise suggestion, and we will not meet again 
_ this week. 


The committee adjourned to the call of the chair. 
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Hovusr or Commons, 
TuHourspay, 13th February, 1947. 


Resolved: —That the following Members do compose the Standing Committee 
or 1 Banking and Commerce:— 


b Messrs. 
Abbott, Fraser, Mellraith, 


Argue, Fulton, $ Manross, 
Arsenault, Gour, © Marquis, 
Beaudry, Hackett, Maybank, 
B elzile, Harkness, Mayhew, 
3 Black (Cumberland), Harris (Danforth), Michaud, 
Blackmore, Hazen, | Nixon, 
Bradette, Ilsley, Picard, 
; Pethampt, Irvine, ; Pinard, 
Cleaver, Isnor, Quelch, 
| Cote (St. Johns-Iber- Jackman, Rinfret, 
 ville-Napierville), Jaenicke, Ross (Souris), 
Dechene, Jutras, Sinclair (Ontario), 
Dionne (Beauce), Lesage, Stewart (Winnipeg 
I orion, Hew, North), 
f Fleming, | Macdonnell (Muskoleas Strum (Mrs.), 
4 Fournier (Matrsonneuve- Ontario), Timmins, 
_ Rosemont) : MacNaught, Tucker—50 


x ; (Quorum 15) 


Be” Attest. | ARTHUR BEAUCHESNE, 
a 7 Clerk of the House. 


t  Ordered,—That the Standing Committee on Banking and Commerce be 
empowered to examine and inquire into all such matters and things as may 
be referred to them by the House; and to report from time to time their 
observations and opinions thereon; ‘with power to send for persons, papers 
and records. 

— Attest. ARTHUR BEAUCHESNE, 
Clerk of the House. 


Turspay, February 18, 1947. 


| ; Ordered,—That the following Bill be referred to the said Committee:— 
Bill No. 16, An Act to amend The Patent Act, 1935. 


Attest. R. T. GRAHAM, 
Deputy Clerk of the House. 


Bee eo: “STANDING COMMITTEE Le Se 
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Segeney pee 18, ‘1947 


Ordered,—That the following t Bill be referred to he said Committee: 
Bill No. 11, An Act respecting Export. and Import Permits. 


Attest. | 
: R. T. GRAHAM, | 
Demuey Clerk of the House. 


\ aa 
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Ordered,—That the said Committee be empowered to print from day to di 
such copies in English and French of its minutes of proceedings and evide 
as the Committee may, from time to time, determine, but not to exceed on 
subject of reference 1500 copies in English and 500 in French, a that Standi 
Order 64 ‘be suspended in relation thereto. 


Ordered,—That the quorum of the said Committee be pinced from 1 
10, and! that Standing Order 63(1) (d) be suspended in relation thereto. 


- Ordered,—That the said Committee have leave to sit while the House is 
sitting. a 


Attest. 
ARTHUR BEAUCHESNE, 
Clerk of the Bee, 
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REPORT TO THE HOUSE 


THURSDAY, faba 20, 1947 


| - The Resale Committee on Banking and Commerce begs leave to present 
ie following as its 


First REpPortT 


Your Committee recommends:— 


. That the Committee be empowered to print, from day to day, such 
s in English and French of its minutes of eee ag evidence as the 


reference 1,500 copies in Raliah and 500 in Bren. gad that ‘Gtandiie 
er 64 be suspended i in relation thereto. 


2. That the Committee’s quorum be reduced from 15 to 10, and that 
nding Order 63 (1) (d) be suspended in relation thereto. 


Ke: 3. That the Committee have leave to sit while the House is sitting. 
All of which i is respectfully submitted. 


HUGHES CLEAVER, 
Chairman. 
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| MINUTES OF PROCEEDINGS 
Tuourspay, February 20, 1947 
| q The Standing Committee on Banking and Commerce met at 11.30 a.m., the 


_ Chairman, Mr. Cleaver, presiding. 

x Members present: Messrs. Belzile, Blackmore, Bradette, Cleaver, Fleming, 
Fraser, Fulton, Gour, Irvine, Isnor, Jackman, Jaenicke, MacNaught, Maybank, 
Nixon, Quelch, Rinfret, Ross (Souris), Stewart (Winnipeg North). 

% Mr. Jackman, on behalf of the Committee, congratulated Mr. Cleaver on 
phis re- appointment as Chairman of the Committee. 


The Chairman read the Orders of Reference respecting Bill No. 16, an Act 
to amend the Patent Act, 1935, and Bill No. 11, an Act respecting Export 
and Import permits. 


On motion of Mr. Irvine, 


Resolved,—That the Committee report to the House requesting permission 
to print, from day to day, such copies in English and French of the Minutes 
_ of Proceedings and Evidence as the Committee may, from time to time, deter- 
“mine, but not to exceed on any subject of reference, 1,500 copies in English 
be and 500 copies in French. 


On motion of Mr. Maybank, 


Resolved —That the Committee report to the House requesting that its 
~ quorum be reduced from 15 to 10. 


On motion of Mr. Belzile, 


Resolved,—That the Committee ask leave to sit while the House is sitting. 
4 On motion of Mr. Jackman, 

Resolved,—That an Agenda Committee be appointed, consisting of the 
_ Chairman, and Messrs. Blackmore, Fleming, Fraser, Irvine, Moore and Rinfret. 


On motion of Mr. Fleming, 
Ordered,—That the Clerk secure 60 copies of The Patent Act, 1985. 


¥ On motion of Mr. Jackman the Committee adjourned to the call of the 
= Chair. 


= 


= Tusgspay, February 25, 1947. 


The Standing Committee on Banking and Commerce met at 11.00 a.m., 
the Chairman, Mr. Cleaver, presiding. 


Members present: Messrs. Beaudry, Black (Cumberland), Blackmore, 
_ Cleaver, Cote (St. Johns-Iberville-Napierville), Dechene, Dionne (Beauce), 
- Dorion, Fleming, Fraser, Fulton, Gour (Russell), Harkness, Hazen, Irvine, 
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Jackman, Jaenicke, Jutras, bes Low, Maedonnell I, Aola Ontario) 


Sinclair hOniaaey. Siowart (Winnipeg North), Seem (Mrs.). 


In attendance: Hon. CW. G. Gibson, Secretary. of State; Mr. J. T — 
Mitchell, Commissioner of Patents and other officials of the Patent and Copy BS 
right office: Mr. Serge Robinson, Vice-President of the Patent Institute ong : 
Canada. 


The Committee proceeded to the consideration of Bill No. 16, An “Act. to. - é 
amend the Patent Act, 1935. | ae 


he Honaurable. the Secretary of State, made a brief statement. 


Mr. Mitchell was called. He pate the different clauses of the bill and 
answer questions. 


In the course of Mr. Mitchell’s oN aes the Clerk was instructed to a 
secure, for members of the Committee, copies of the Report of the Commissioner 


of Patents for the year ended March 31, 1946. : 
Witness stood aside and Mr. Robinson was called and questioned. 


At 12.55 p.m., witnesses retired and on motion of Mr. Low, the Committee 
ee until Friday, February 28, ats tt ag a.m. : a 


R. ARSENAULT, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


HovusE or COMMONS, 
February 25, 1947 


_ The Standing Committee on Banking and Commerce met this day at 11.00 
~ am. The Chairman, Mr. Hughes Cleaver, presided. 


The Cuatrman: As you know bill 16 is now before this committee, an Act 
_ to amend the Patent Act. If it is the wish of the committee we will first hear the 

~ minister who will give a general statement in regard to the amended Act. He will 

_ be followed by the Commissioner of Patents who will give in detail the amend- 
ments introduced by bill 16 and the reasons for them. Is it the wish of the . 

4 Be eamnittec that we now hear the minister? (Agreed). 


a Hon. Mr. Gisson:: Mr. Chairman and gentlemen: I am glad to have the 

_ opportunity to present this bill at an early date. As I stated when I introduced 
- the bill it creates certain rights as to the extension of time for filing patent 
applications and extension of time for payment of fees. We give those privileges 
_ to inventors of other countries where we receive reciprocal rights. 

In the United States they have an Act granting similar benefits called the 

P Boykin Act. It expires on the 8th of August, 1947, so if inventors in this country 
are to receive the benefits of it it is important. that we should have our amend- 
- ments passed here in time for them to take advantage of the Boykin Act before 

4 it expires on the 8th of August. 

a : When I spoke on the bill on second reading I mentioned the fact that in 
section 2 we are amending the salary of the commissioner. In the draft bill that 

. -was-presented it read: 

The Commissioner shall hold office during pleasure and be paid such 

a annual salary as may be determined by the Governor in Council. 


< It was thought at that time that the control of the salary would be in the 
hands of parliament when they passed the estimates of the department, 
- but on further consideration it was thought we ought to put in the maximum 
oe lary of $8,000 that had been recommended in. the Gordon report. I said at 
3 ie time that I intended to move an amendment to the effect that section 2 
_ be amended by inserting after the word “salarv” in the fifth line the following 
words, “not exceeding $8,000”. If the committee would sce fit to bring in a 
x recommendation on that basis then it would undoubtedly carry when it comes 
_ before the committee of the House. 
I want to refer to section 4 of the Act which enacts section 19(a) of the 
tent Act. It is the same as in the British Act. The only change that has been 
idee. is that the Minister of National Defence is substituted for the First Lord 
a of the admiralty, or the corresponding officer in Great Britain. As to section 
—-:19(b) of the Act, having to do with patents relating to atomic energy, the pur- 
pose is to bring our Patent Act in conformity with the Atomic Energy Control 
Board Act which was passed at the last session of parliament. There are other 
agi amendments for which the commissioner will explain the necessity. 
ss In regard to the tariff of fees I should like to say that we have the lowest 
_ tariff in the world at the present time. 
Some criticism was made of the work of the Patent Office. In justice to the 
staff I must say they are working under very extreme difficulties at the present 
_ time, The Patent Office is very crowded. They have suffered during the war 
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from a shortage of staff. We secured authority to increase the staff but after a 


competition had been held to secure patent examiners we found that very few 


applicants had the qualifications required. It has not been easy to get men with 
the high qualifications that. are required for the patent staff. 

With the increase in the fees it will be possible to print patents and make 
them available to the public. At the present time Canada does not print any 
patents. Anyone who wants to get the particulars of a patent must come to 
Ottawa and obtain drawings in the Patent Office. It is inconvenient; it is an 
expensive way of doing it. We find that rather than do that very often they 
write to Washington and secure copies of the identical patent. We feel that it 
will be quite a step forward to do our own printing of patents. At the same 
time the fees that are recommended will continue to be about the lowest in the 
world. We feel we should not make them any higher than is necessary in order 
to make it as easy as possible for Canadians to secure patents. 

As to the work in the Patent Office it is interesting to note that of the 

applications for patents that come in about 90 per cent are foreign patents, so 


that the fees that we will receive on those patents will come chiefly from other — 


countries. 
Mr. Macponneutu: May I ask a question? Is the percentage of foreign 
patents so high because we are used in any way as a kind of trial trip? 


Hon. Mr. Gisson: No, I think so many inventions are patented abroad, and 


they all file their patents in Canada to preserve their rights in this cauntry. The 
commissioner will explain any of the details of the Act or answer any questions 
that are required. 

The CHAIRMAN: Are there any questions that any of the members would 
like to ask the minister? 

Mr. Frasrr: I should like to ask the minister if he does not think the fees 
could be increased sufficiently so that the salaries offered to these applicants 


could be raised? We would likely get a better quality of ess if they were 


offered a decent salary. 

The CHAIRMAN: You are referring to the examiners? 

Mr. Fraser: Yes. As the minister said 90 per cent are foreign patents. I do 
not see why we should keep our fees at rock bottom and not take in enough 
money to look after the examiners. 

Hon. Mr. Gipson: Of course, the salaries are not set by the Patent Office. 
The salaries are set by treasury board. The scale of salaries is set on the advice 
of the Civil Service Commission. Those who are employed in the Patent Office 
are, of course, civil servants, and their salaries are set on the recommendation of 
the Civil Service Commission. : 


Mr. Irvine: Which board fixes the salary? 


Hon. Mr. Grsson: The Civil Service Commission advises on ie salary and 
the treasury board approves it. 


Mr. Fraser: A patent examiner would have to have technical knowledge? 
Hon, Mr. Gipson: Yes. . 


Mr. Fraser: And therefore they would. be skilled men and would require 
and demand a decent salary. What. are they paid now? © 


‘Hon. Mr. Grsson: I will ask Mr. Mitchell to answer that. 


J. T. Mitchell, Commissioner of Patents, called: 


The Witness: The patent examiners are graduate engineers from a recog- 
nized university, usually with one or two years in the field before they enter the 


Patent Office. They come in as associate examiners at a salary of about $2, 580 


and go up to $3,300. I say approximately that. 
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Then there is an avenue of promotion from associate examiner to examiner. 
The examiners go up to $4,200. From the time that an associate examiner comes 
into the office it will probably take him ten years before he reaches the grade of 
examiner because these positions in the grade of examiner are usually caused by 
vacancies or there may be a development in an art which requires an examiner 
to be appointed to that art. Then we appoint an associate to the particular art 
which is being developed. 

Mr. Fiemina: I should like to ask the minister a question or two if the 
question is proper. 

Th CuHatrMAN: Before you do that, does that fully answer your ques- 
tion, Mr. Fraser? 

Mr. Fraser: It does, but it also proves that a technician or engineer would 
be a whole lot better off in private industry than in the Patent Office because 
it takes him ten years even to get into the class up to $4,200. 

The Witness: At the beginning of last year the maximum and minimum 
- salaries of associate examiners were increased. As I said, he starts now at about 
$2,580 and goes up to $3,300. They increased the maximum last year, and they 


increased the minimum. In other words, they used: to come in at $2,100. Now 


they come in at $2,580. Increasing the.minimum in that way was to take care 


oN 


of conditions. as they exist today, and increasing the maximum was to give him | 


more or less a living salary when he came to the top of his grade in about six 
years time. He gets an increase of $120 a year. Last May there- was an increase 
of $120 which was an extra supplement to what they had in previous years. That 
was after recommendation by the Civil Service Commission and approval by 
the treasury board. 


By Mr. Fraser: 

Q. If they went into industry they would get at least $3,500 to start with ?— 
A. Of course, I could not tell you that. 

@. Do you think if the fees were increased that would. look after the addi- 
tional salary?—-A. An increase of fees might have two reactions. You could, of 
course, increase the salaries by that means. On the other hand, it might act as 
a deterrent to people filing applications in Canada. One thing that Canada 
does want is access to the inventions of other people so as to get the know-how 
and be able to put those inventions into practice for the benefit of industry in 
Canada. If you raise the fees so high that it acts as a deterrent to people filing 
applications in Canada than they are not going to be able to come to the Patent 
Office and find out exactly what has been invented and whether it would be 
advantageous for them to get in contact with the inventor or patentee to secure 
rights in Canada. 

Q. How far down are we from the United States?—-A. You mean the fees? 

@. What are the United States fees? We are the lowest.—A. Their fees are 
$30 on filing the application and $30 as a final fee, $1 for all claims exceeding 
twenty on filing and another $1 payable on all claims exceeding twenty on issue 
of the patent. 

Q. What are they in the United States?—A. That is the United States. 

Q. What are they here?—A. In Canada at the present moment there is a 
$15 filing'fee and at the present moment $20 final fee, and 50 cents for each 
claim over twenty-five on filing. 

The intention at the present time is to increase those fees to $20 on filing 
and $25 on issue of the patent, and to make it $1 for each claim over tw enty on 
filing the application. 

Mr. MacDonneutu: May I make one comment? It does seem to me that 
regardless of where the money comes from in view of the fact that the minister 
has said, as I understood him to tell us, that the work has been to some extent 
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held up by the fact that sufficient skilled examiners have not been available 
surely that raises a prima facie assumption that the amounts involved as 
remuneration are not large enough. 

Hon. Mr. Grsson: Of course, during the war there was a great shortage of 
skilled personnel in any case. 


The Witness: During the war there were about 25 per cent of the examiners’ 
staff who joined the armed forces, or joined other departments of the government 
directly interested in the successful prosecution of the war. Instead of having 
twenty-eight examiners we had about twenty-one. The work increased. Unfor- 
tunately for the patent office the work increased in Canada much more rapidly 
than it increased in the United States or Great Britain. That is on a percentage 
basis. We had only one or probably two years in which there was a falling off of 
patent applications. In 1941 and 1942 applications in Canada increased mater- 
ially until in 1946 the number of applications received was about 4,000 or 40 
per cent more tian had been received in other years in the last ten years. 


Mr. Fiemine: I was wondering if the minister would tell us what represen- 
tations have been received that have led to some of these sections in the bill? 
From where have representations been made? Have any of these sections been 
requested by bodies like the Patent Institute, and in the case of the secrecy 
provisions have those been introduced in any sense at the request of. the Depart- 
ment of National Defence? 


Hon. Mr. Gisson: The only representation that we have received has been 
in regard to the printing of patents. There has been a desire on the part of the 
Patent Institute that we should have patents printed. That is what led us to 
take this action this year. No other representations have been received in 
regard to the other contents of the bill. 


Mr. Freminc: None in regard to section 4 dealing with the matter of 
secrecy? 
Hon. Mr. Gipson: No. 


Mr. Firemine: The Department of National Defence has not taken any 
interest in that as yet? 


Hon. Mr. Grsson: The Commissioner of Patents can tell us the tie-up his 
department has had with the Department of National Defence. I am not 
personally informed as to that. 


The Wirness: In 1939 the office made arrangements with the Department of 
National Defence and also the Department of Munitions and Supply that they 
would send officers to the Patent Office to examine applications as they were filed 
to see whether they would be useful to the country in the prosecution of the war. 
A great many applications emanated from the United States and Great Britain. 
They came from government departments in those countries and they were held 
in the utmost secrecy. They asked that we hold them in secrecy in Canada also 
under the provisions of the War Measures Act. 

Mr. Buack: We can hardly hear the witness at all. 

The Witness: We were asked to hold them in secrecy under the provisions of 
the emergency rules which were in force during the war and the Defence of 
Canada Regulations. These applications were.made secret. Some of them 
belonged to our government. Some belonged to foreign governments. 

_ With emergency legislation passing out at the end of March something will 
have to be done to safeguard the secrecy of these particular patents, particularly 
those belonging to Canada. 


By Mr. Fleming: 
@. Do I understand there are a number of patents alicas to which similar 
secrecy provisions have been applied since 1939?—A. There are a number of 
patents, and they have never been published. They have been held in secrecy. 


Br + eee ee Selo pa Ss vf ee, 
3 BANKING AND COMMERCE iy 
a — Q. Can you give us the number?—A. I could neki heuer hoe 


but I can tell you we had about 5,000 applications in secrecy of which about 
1,000 have been released from secrecy on the request of the patentees or their 
Bee roves Those applications have been released in the country from which 
_ they emanated. As soon as they are released from secrecy in those countries 
the attorneys notify the Patent Office, and the Patent Office immediately releases 
them from secrecy and they are dealt with as ordinary applications from then 
on. At the present moment we have probably about 3,500 secret applications. 
A good many of those emanated from Great Britain, from their departments of 
aircraft construction and supply. A great many also emanated from United 
States government agencies. We are holding them until these government 
agencies release the applications and permit them to be handled in the ordinary 
manner. 
@. Do I understand that no patents have been issued in the case of any of 
_ these secret applications?—-A. Patents have been issued but they have not been 
delivered and they have not been published. Patents have been issued but we 
are holding many patents in secrecy at the present moment. 
~Q. About 3,500 of them?—A. Those are applications. Do not confuse 
applications with patents. An application is not a patent until it matures to a 
patent. | 
Q. 3,500 is the number of applications?—A. Applications, yes. 
Q. Still on the secret list?—-A. They are still on the secret list. They are 
eee released from secrecy at the rate of about 15 weekly. About 15 a week 
is the release that 1s going on at the present moment. 


aa 


B _ By Mr. Stewart: 


Q. I should lke to know what happened to patents which have been 
registered in Canada which belong to enemy corporations? Does the Patent 
. Office still hold them or are they surrendered to the Custodian of Enemy 
_  Property?—-A. Patents issued to nations at war with Canada were not delivered. 
They were held in the Patent Office and the custodian was notified. As soon as 

the patent was issued the right to it was vested in the custodian. ‘Then the 
patent was held in the Patent Office, and with the concurrence of the custodian 
_lieences were granted to Canadian manufacturers to manufacture under those 
patents at a very low royalty. 
| Q. Were many such licences issued?—A. The number of licences granted 
is not very large, although there are some. I think there are two hundred patents 
involved altogether. There is not a large number involved. 


Mr. JAmNiIcKE: I should like to ask the minister if he would make a general 
statement describing the provisions of the conventions and international agree- 
ments into which we have entered? Will they restrict our legislation and will 

they affect section 19A, that is the new section pertaining to secrecy? For 
oe instance, you said a moment ago that applications for secrecy were received 
; » from countries other than the United States. Will the new section make any 
provision for that? The only applications for secrecy which can be made are 


q by the Minister of National Defence, so far as I can see. Could we have a 
_ __ general statement in regard to the international situation? 
i . The CHarrMaAN: That question of yours is quite involved; I wonder if you 


would be willing to let it stand and the commissioner will answer it? 


Mr. Jaenicke: Yes, only I thought it would give us a good background 
to know what our international relationships are. 


The Wirness: Canada is a signatory to the Hague Convention, but Canada 
did not sign the London Convention. The Hague Convention was revised at 
London, but we did not sign it. At the present, moment we are bound by the 
Hague Convention. I think it was signed in 1924. 
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The CuarrMan: I would suggest, Mr. Mitchell, if it is agreeable to Mr. 
Jaenicke that you take his question under advisement and read a statement to 
the committee, a preparedi statement. It is quite an involved question. 


Mr. JAmNICKE: That will be quite satisfactory. 


By Mr. Jackman: 


Q. May I ask the witness a question in regard to his answer to Mr. Stewart’s 
question about enemy patents in this country? I think you mentioned the fact 
that about two hundred were involved. Were those two hundred in regard’ to 
patents pending or were they the total number of issued patents?—A. The total 
number of patents to Germany and to the Axis countries was about eight 
thousand. Of those eight thousand there were some three thousand in which 
there were non-enemy interests. Therefore, the number of patents which are 
wholly enemy owned was in the vicinity of five thousand, between four thousand 
and five thousand. 

Q. Did we make available to Canadians the operating rights to any of 
those patents?—-A. To any of those patents for which they cared to ask for a 
licence. 

Q. About two hundred and fifty were involved?—A. About two hundred 
were involved, in so far as licences are concerned. They are principally 
medicinal ; there are a great number of them for medicinal purposes. 

Q. May I ask a question on another subject, that of the salaries for the 
associate examiners and the examiners? Has the commissioner the comparable 
figures for the American Patent office?—A. I can get. them. 

@. Do you know, off hand, whether they are about the same as in Canada 

or are they substantially higher?—A. They are higher, but of course living 
costs in the United States are much different, perhaps higher. Then, there are 
housing conditions and other things. 
-  Q. And taxation?—A. And taxation, so that probably the result is you 
cannot make a true comparison. Our salaries here are about the same as the 
salaries in Britain where an examiner would receive about eight hundred pounds, 
going up to eleven hundred pounds or probably twelve hundred pounds which 
would give him in the vicinity of $5,000 a year. Now, that is for an examiner 
there, but they go right down in a series of grades to assistant examiner and 
even below assistant examiner. People are taken in to be tried out. They 
get about three hundred and’ fifty pounds per year. 

Q. Is the Patent Office in the United States located in Washington or is it 
elsewhere?—A. It is at Gravellypoint at the present time with the administra- 
tion part of the office in Washington. Gravellypoint is five or six miles out 
from Washington. The administration part is in Washington. 

Q. Perhaps the commissioner would be good enough to put in the record a 
short table of the comparative salaries? 


The CuarrMAN: I have made a note of it. 


Mr. Srewarr: There is one other question I should like to ask. Could 
the minister tell us what the gross revenues and: gross ears of the patent 
office were for the last fiscal “year? 


The Cuarrman: I will make a note of that; that will be tabled. 


Mr. Fraser: Whatever is received from royalties should go into that, Mr. 
Chairman; it should include royalties. 


The CuHatrMan: I did not hear that, Mr. Fraser. 
Mr. Fraser: That would include royalties? 


The CuHarrMAN: Yes, the gross revenues and gross expenditures of the 
office. 
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Mr. Fiemine: I want to ask a question in general terms, but may I just ~ 
comment on that last question. I think if the commissioner is going to table 
_ figures on income and expenditures of the Patent Office, he should go back for 
more than one year. I would suggest he should go back for the last ten years. 
_ Those figures are, no doubt, readily available. 

Hon. Mr. Grsson: Do you want them back to 1936 or 1937? I can give 
_ them for every year up to 1946. 


Mr. Furemine: Suppose you start with the present Patent Act, 1935. 
Hon. Mr. Gipson: This table only goes back to 1936-1937. 


: Mr. JAcKMAN: ‘This is just the office revenue, I take it; it has nothing 
- to do with the royalty revenue. I do not understand how the Patent Office gets 
the royalty revenue. 

Hon. Mr. Grsson: ‘The custodian would get the royalty revenue. This 
gives the receipts, salaries, the patent record receipts, etc. ‘These expenditures 
are divided under the headings of salaries, patent records and other expenditures. 

: + This table shows a surplus for each year. For 1936-1937, the receipts were 
$463,849. 76 and the total expenditures were $230,028.54. T can give you a 
breakdown of that under the heading of salaries, patent records and other 

_ expenditures. 


The Cuatrman: I would suggest the minister should simply read the tables 
and we can file the details in our records. 


Mr. Micuaup: Is there a surplus for each year? 
Hon. Mr. Grsson: Yes, 


ere 


Year Receipts Disbursements 

neo. te, PO rahe Rieke a, $463,849.76 $230,028.54 

MIG RISO I hor oe Ae Sh Nt ys Re OS 452,150.37 234,128.87 

ain la hata Crates os. atten, bao i 379,052.88 220,109.48 

2 OOSTES LN ARR Aleta ope le eh ia 364,141.92 220,795.10 

PEIN ie oo ao eh Sead «pe ee Ee oe 349,641.23 224,506.89 

§ ET OTe oe eM raat Set oi niae 366,799.68 235,230.82 

. OR AEN Rhee ec as ay ahaha Sen 362,288.02 244,026.07 

- PBN Bai hes Gy ear te ari tie Ais oe} 381,658.03 216,142.21) 

q MeL ag ere oy hoot gash ted See alee 405,439.87 223,418.41 

ie - ONO be PORE ASE i Ne cP REY he BURR ER 439,356.59 239,826.69 
4 Mr. Irvine: So, the department is solvent? 


Hon. Mr. Gipson: We have had a surplus every year of pelnees $233,000 
= in 1936-1937 and $199,000 in 1945-1946. 


Mr. Fraser: I think we should be shown also the amount you have been 
receiving from royalties because that constitutes receipts from patents, too. 


i: Hon. Mr. Gipson: Those receipts are shown in the custodian’s account. 
_ He receives the royalties which come from the patents. 
a Mr. Braupry: Were these figures for patents only or patents and copy- 
rights? 
. The CuHarrMANn: I would suggest the committee might like to have a copy 
- of the report of the Commissioner of Patents which will give the committee a 
_ breakdown of these composite figures. If it is your wish, I will obtain a copy 
for every member of the committee. The report has been ‘tabled, of course, and 
you may have it, but I will obtain a copy for each member. 


Mr. Braupry: May I repeat my question? Are these figures for patents 
and copyrights or for patents only? ; 
4 Hon. Mr. Grsson: That includes copyrights also. 


Mr. Breaupry: Could we have a breakdown showing the gross revenue 
from each? 
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The CHAIRMAN: L am obtaining a copy of the report for every. member of 
the committee. a 


Mr. Beavupry: I do not know whether the report shows it I have not a 
copy of it here. I would like to have a report of the breakdown as between . 
revenue and expenditure for copyrights on the one hand and patents on the — 
other hand. 2 


Hon. Mr. Grisson: This is ail set out in the commissioner’s report. The ; 
detail is there. a 


Mr. Beaupry: Thank you. 


By Mr. Fleming: 


i Q. I wonder if I might ask a couple of ee questions? The commis- — 
sioner has made some criticism about the administration of the department and a 
I would like to get at the basis of it. What is the opinion of the commissioner — 
as to the Patent Act in general? The trouble does not lie, I suggest, in et 
Patent Act in general, is that correct? A. The Patent Act is a very good Act. 
It does not le in the Patent Act. : 
Q. The nub of the criticism which has been made is lack of staff in the] E 
department? A. Lack of space, primarily, and lack of staff. 2 
Q. Both of those things? A. Both of those things. _ : 
Q. Is it twenty-two or twenty-four examiners which you have at the cea 3 
time? A. We have twenty-four. Three examiners have been appointed within — 
the last month which brings the total to twenty-seven. I asked for ten in 
August last to fill the vacancies in our staff as well as to take care of the extra 
amount of work which has been accumulating. Up to the present moment, 
we have received three. 
Q. Does that indicate, Mr. Commissioner, in your opinion that had vals 
— obtained the ten it would have been sufficient to meet the need?—A. No, ten this. 
year would be sufficient. I asked the former Secretary of State for sixteen, S1X for 4 
next year. Each examiner who comes in has to be taught. It takes about a year to ~ 
do that. If you brought in sixteen men, it would take sixteen examiners to teach — 
them. You are not going to have much output in that case, so you have to bring — 
them in slowly in order that they may be taught and, at the same time, not 3 
interfere too much with the handling of applications pending. = 
Q. Subject to your capacity to absorb new men and train them, what, in 
your opinion, is the total number of examiners required to adequately handle the 
number of applications coming in?—A. It depends entirely upon the extent of — 
the search required. At the present moment we search Canadian patents as — 
thoroughly as possible. With regard to American patents, if the application has — 
been filed in either Britain or the United States, we ask the attorney to supply — 
the data of prior patents cited from the foreign country. We have facilities for 
making the search of British patents. British patents are available in the office — 
for search since the year 1617, and up to the present day. United States patents — 
are available in the patent office for search for the last ten years. This involves — 
some 350,000 United States pants They are all classified and open to search if — 
anyone wishes to see them. , 
. I have not got a full answer to my question concerning the commissioner’s 
statement of his opinion as to the number of examiners required to give adequate — 
service to the public, subject to the capacity of the department to absorb and — 
train them?—A. I should say if we had a total of 50 patent examiners and we — 
had a clerical staff of about 110 or 120, we would be able to handle the patent — 
situation. However, that does not include the printing of the patents, under- — 
stand that. I am simply dealing with the applications in the office, for the clerical 
staff to handle that much work. a 


~ 
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__ The CuHatrMANn: Then, would you care to answer the pie half of Mr. 
Fleming’s question as to how many of those new examiners you could absorb 
yearly without unduly handicapping your office work. 


The Witness: That is this year? 


By Mr. Fleming: 


Q. Or in any year; I assume it would take four or five years to build up your 

| betaff?——A. Yes. 

- Q. You asked for ten this year?—A. Yes. 

: Q. Ten were authorized?—A. No, there were only twenty-two applicants 

| ‘and of those there were only seven people found to be qualified, and so far only 

three were appointed. However, ten were authorized. 

5 @. But you have only obtained three?—A. Yes. 

| (. Does that go back, in your opinion, to the question which Mr. Fraser 
asked? Are you offering them enough money to receive applications from suit- 
able applicants?—A. No, there are a number of people who have called at the 

L, office who would like to have come into the Patent Office, but one of ‘the deter- 

mining factors was beyond the control of the Patent Office. It was the housing 

situation in Ottawa. 

Q. Thave heard of that before—A. Now, that was the situation. 

. Q. One of the many subjects upon which you have touched was the subject 
of staff; the examiners. I take it there would have to be a corresponding enlarge- 
~ ment of your clerical staff?—A. Yes. . 

— QQ. What about the matter of space; would you enlarge upon atin, At 
the present moment we have in the Langevin Block about 7,500 square feet; we 
have about 3,000 square feet in the Hope Building; we have about 1,500 square 
 feet—that is floor space about which I am speaking—in the Trafalgar Building. 
‘I asked the former Secretary of State-for 50,000 square feet of floor office space 
and 20,000 square feet of storage space but the Public Works department has not 
_ been able to give us the required accommodation. 

a Q. Will you say a word, Mr. Commissioner, about the organization of your 

z office? You have spoken about examiners. You have been the Commissioner 

of Patents for some years now?—A. Since 1935. 

Q. Will you describe the structure of your office?—A. Of my own office? 

¥ Q. From yourself down?—A.—Well, of course, the commissioner’s office 
is administrative, and all matters regarding the ee rination of patents which 

have: come to a state of conflict are referred to the commissioner. 
mare), Personally ?—A. Yes. All applications which are final rejections made 

by the examiners are subject to appeal to the commissioner. All applications 
received under section 65 for compulsory licence are dealt with by the 
commissioner. : 

4 Mr. Stewart: Will you speak a little louder, please? We cannot hear you 

_ down here. 

- The Wirness: Shall I go over it all from the beginning? 
Mr. Stewart: No. 

4 The Wirnsss: All matters appertaining to compulsory licences are referred to 

5 _ the commissioner and there are hearings in connection with that work. During 

the war the commissioner also supervised licences for the printing of French 

publications i in Canada, and also the granting of licences to manufacture under 

_ enemy-owned patents, with the approval of the custodian. Now, with regard to 

other powers; the commissioner also has to sign all patents that issue, and 

patent correspondence, such as personal inquiries by people regarding patents 

‘and applications which are pending in the office. The other correspondence to 

the Patent Office with respect to patent applications in process of examination 
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20 ) directly to the examiners. They attend to that. That is to say where thes 
examiner has made a report and the reply comes in, that correspondence 18” 
handled directly by the examiner. In the case of an appeal from an examiner’s 
decision, that is referred to the commissioner. The commissioner is also open | 
at all times for consultation by the staff in the handling of any particular apphi- 
cation with which they may be having difficulty. . 


By Mr. Fleming: 


- Q. Where is the bottleneck at the present ‘time? You have given us a Lerigityd 
review of your own duties, and it seems to me it would tbe quite enough to keep 
any one man pretty busy —A. I think it is adequate, I assure you. — | 

Q. Is there any possibility of easing the bottleneck by any change in- 
administrative set-up of your duties? You require a period of years in which 
to build up an examining staff. Is there any other place in which you can ease 
the present bottleneck?—-A. The present ‘bottleneck takes place in the examina-_ 
tion of applications, and the delays in attorneys replying to examiners’ reports. 
They are largely on that ground. When the examiners report is sent out the 
attorney has six months in which to reply. If he takes his time in replying; of - 
course it causes congestion. There are very few applications ever filed at the 
Patent Office where a patent issues immediately. They usually require about 
three examinations, and it is these examinations which take up the time and 
naturally result in building up this backlog of cases in the office which you 
cannot get rid of. 

Q. I take it that your statement is that the bottleneck at the present 
time is on the examiner level? —A. Yes, it is at the examiner level. I may say 
that in the United States where they usually have seven hundred examiners. 
lately there has been a request for three hundred additional examiners, bringing 
their examiner staff up to one thousand. They handle 70,000 to 75 000 appli-’ 
cations a year. We handle on the average about 10,000. 

Q. Would you give us the statistics of the number of applicatons pending? 
We had some discussion about that the other day. Would that be in this report. 
that you are going to file with the committee?—A. Yes, the report gives that; 
the number received. . 

Q. It would indicate the statistics as to the number pending and the eer : 
of time they have been pending? Would it give us a breakdown of that by 
years?—A. You cannot do that because the cases carry on from one year to 
another, and a great many of them may be ready for allowance, and although 
it has taken so many years to deal with all the cases you would get a wrong 
impression from'a breakdown like that. There are applications in the office 
now filed about 1934 or 1935, and they have been in conflict for three or four 
years. There are five or six cases involved in conflict. We cannot get the 
conflicting parties down to an agreement among themselves as to who owns the 
invention, and until that is done you cannot dispose of these applications. 
When an application is in conflict, in one case it involved as many as twenty-five 
applicants on the one conflict; all the other applications filed in that particular 
art and pending in the office, were necessarily held up until the conflict was 
decided, until they clear the conflict absolutely. 

Hon. Mr. Gipson: They cannot be forced to agree. 


The Wirness: No. And there is an appeal—when this office finishes ue 
a conflict application there is an appeal to the Exchequer Court—the cases go 
there and there is a delay again on the same ede ; 


By Mr. Fleming: 


Q. I take it that there are no statistics available which would advance that 
information?—A. No. You could not get a table of that kind. 
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Q. eTast one more question, and I will sign off. ‘Is the backlog oa este increas- 
gt a it been increasing in recent years?—A. It has been OE as since 
first year of the Patent Office. 

_ Q. Yes. Now, has the increase been rapid in recent years?—A. The increase 
rapid at the present moment on account of the war, but it was not rapid right 
Ip Bintil 1939. We are not holding the line and starting to deal with the cases 
W hich have built up the Patent Office. We started in 1935 with nineteen 
xaminers. In 1938 we had twenty-eight examiners. In 1939 we asked for three 
D ore examiners. In January of 1939 we got one man. We could not get the 
others at all in Canada. They were engaged in commercial enterprise and 
vol Ss not enter the office. During the war we could not add to the staff because 
men were all otherwise employed. Since the cessation of hostilities we 
have been making every effort to build up the staff, and our last application 
D the commission was to give us ten additional examiners, with the results that 
[ have already indicated. 


_ The Cuarrman: You have referred to the great delay which occurs where 
lisputes arise as to the ownership of patents— 


3 Hon. Mr. Grsson: Conflicts. 
The Witnsss: Conflicts, yes. 


BR The CHairRMAN: Are you people lacking in power to resolve these contiele? 
I eee any additional power that you would like, that you think you should have 


eo Bis Witness: We have sufficient power under the Act and a certain amount 
of latitude in dealing with applications which come before the office. During the 
war it was, of course, quite impossible to correspond with foreign applicants 
whose cases were in conflict. Since ninety per cent of such cases emanate from 
‘0. reign countries nearly all the people involved in conflict in the office are 
foreigners. During the war it was quite impossible to correspond with a great 
peny. of these people, and a great many conflicts have carried over from these — 
six years of the war. It is only now that we are again able to get replies. ‘That 
1 s why applications have been pending for a long, long time—due to the war. 


By Mr. Irvine: 

- Q. What are the academic qualifications required of an examiner?—A. He 
would need a basic degree in engineering or chemical science. Some of them 
ave their master’s degree in science, and they have to have two years of prac- 
Ecal experience. They are also required to be graduates of a university of 
r peeved standing. 


val 


| By Mr. Beaudry: . 

z pay. Am I right in my understanding of your answer to a former question 
relating to another matter that if you had a large staff you might still have prob- 
lems arising from outside the office which would still create this backlog?—A. 
The at is quite true. Even in the United States with all they are doing they still 
lave it and there always will be a backlog. 


_ 


; By Mr. Macdonnell: 

—Q. In connection with this matter of conflicts to which you referred, I think 
, you ‘described cases where there were as many as fifteen people in conflict. in 
respect of a certain patent; and then you went on to say that naturally your 
branch and everyone else would be held up unless they could clear up the conflict 
wh ich existed?—A.° That is right. 

_ Q. It must be extremely difficult to define where there is an actual infringe- 
mi ent; and I am wondering it you would care to say something to enlighten the 
8 “yee 
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committee on that: whether there is any legislative change which could be n = 
to overcome that or, if that is clearly a matter for the scientist. It seems to 1 
that you might have someone here who could give us a statement as to that. 


The CHairMAN: That bothered me. That is why. I asked Mr. Mitchell § 
he needed any more legislative authority. 3 


The Wirnsss: It is purely a matter for the scientists. I thane Mr. Robinson, | 
the vice-president of the Patent Institute of Canada, who is here, could tell yo su 
something about the attorneys’ end of it, those working outside, ‘and the natur 
of a lot of these delays. When an application i is put in conflict the first thing the 
office does is try to ascertain if there has been a corresponding conflict in any 
other country in which these applications may have been filed; and, if so, what 
was the outcome. Conflicts in the United States go on for "sometimes many 
years. In Canada we may be awaiting the outcome of these conflicts in the 
United States before endeavouring to proceed to deal with the conflicts in Canada; 
and it is only fair that they should be allowed time for that to be done. ; 


By Mr. Macdonnell: > 


@. They should be allowed that time, regardless——A. Otherwise they are 
going to jeopardize their interest and possibly take away a right which is theirs. 
I do not think it would be fair to take away, or even to interfere with’ those 
rights. For that reason we have to wait until the report is out to see what the 
information 1s; then we have to go ahead and try to clear it up here. If the case 
is still in conflict we have to decide the scope of each claim and which claims 
are in conflict. As I have said already there were as many as twenty-seven cases 
_ In conflict at one time by one examiner in the particular case I. mentioned. ~ 

Q. I am still a little perplexed as to what it seems to mean. It means, per: 
haps inevitably, that we are a little dependent on progress in the United States 
but they may have been a little dilatory over there; and you think there is ne 
escape from that.—A. There is no escape from that, I think probably Ms 
Robinson could answer that question. 

The CHairMAN: Would you care to give us an illustration of one of thes 
cases of conflict? 

The Witness: The conflict of which I was speaking, of course, was in the 
washing-machine field, with respect to which there is a large industry in Cana 
I cannot tell you anything about it because it is secret. Applications for pater 
themselves are secret and I cannot divulge any details of them to anyone until 
after the issue in conflict has been resolved and the patent issued. You can then 
see our files. If the minister cares to give the committee permission to investi 
gate any particular case, of course, that can probably be arranged. Otherwise 
T shall have to follow the usual procedure. J 


By Mr. Jaencke: 


Q. Are there any cases in which conflicts take place in Canada where they 
have to wait upon the outcome of a conflict in the United States before the 
Canadian conflict can be dealt with?—A. Not as a rule, because United State: 
law is entirely different from Canadian law. In Canada you can only get 
patent if you are the first inventor. In the United States it is the man in the 
United States who introduces the invention into the United States. There is alse 
in the United States certain requirements of diligence. You cannot delay tot 
long. Now, we have not got that requirement of diligence here. It might help ) 
if we had. 

Q. But there is nothing in the International Convention that would prevent t 
us from proceeding with an adjustment of our own conflict without waiting fe 
the outcome over there?—A. There is nothing of an international nature thai 2 


~ he 
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ig eres us: dealing mitt sonics. The international convention deals 
rincipally with priority, aut a few other rights flowing from that, but it does not 
nu ch on conflicts. 


~ By Mr. Fulton: 


— Q. Why could we not say the first man to apply for registration of a patent 
eee should be entitled to it in the same way as they do in the States?— 
“A. We might do that to a certain extent, but I do not think it would be practical. 
Ido not think it can be done. ‘ 

The Cuarrman: Gentlemen, we fave with us available to give evidence Mr. 
‘R tobinson, the first vice- -president of the Patent Institute of Canada. Would it 
_be well now to stand aside this first discussion and hear from him? I would think — 
4 hat he would have the points pretty well clarified as to delay. 

_ Mr. Fiemrine: May I ask cne more question, Mr. Chairman? 
_ The CuartrMan: Yes, Mr. Fleming. 


so 


By Mr. Fulton: 


_ I think the commissioner would be prepared to eu irate the answer he gave. 
‘Tf he cannot do that, why not?—A. We cannot do that because of the interna- 
onal convention. We have allowed them a certain period of time within which 
© apply in Canada after filing their patent application in the foreign country. 
We could not go against our international obligations. 
_ Mr. MAcponneEtu: That-raises the question as to whether we should take it 
jo o the international convention. 
The Wirness: That might be a matter to be brought before the next Pee 
national convention. I expect there will be one next year, but there has been no 
ision since before the war, and it was usually revised every ten years. It might 
be that something worth while could be brought up at the next international 
convention. 
Mr. Macponne.u: So we are at a disadvantage because we are following a 
“system which is apparently more generous than that followed in the United 
States. 
| 4 The Wirnsss: I think we are more generous in some ways than the United 
‘&B tates. Of course, the United States pene may not think so. That is a matter 
f opinion. 


By Mr. Fleming: 


~ Q. I would like to ask the commissioner about examiners. Is there anything 
that can be done to expedite the recruiting of additional personnel? What I am 
particularly interested in is this: Is there anything that can be done at all by 
ray of recruiting additional training personnel for the purpose of expediting the 
raining of personnel so that we could build up an examining staff faster than we 
e doing at the present time within the department?—A. I could absorb some 
des associate examiners each year until my staff was up to a.total of fifty exam- 
ne These ten examiners would have to come in for training under the direc- 
tion of staff examiners. In other words, when a man comes into the office he 
first of all has to go through the Patent Act and find out what the statutory 
requirements for patents are. He then gets applications of a simple nature to 
x: ‘amine. He is instructed as to how to examine them. When he has completed 
is simple examinations they are brought before the examiner who confers with 
; = to see whether or not he is proceeding the right way—just like © 
aching, 
— Hon. Mr. Gresow: It is like training apprentices. 


——— 
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The Wrrness: Yes, you have to go through the training, it cannot be 
acquired otherwise. ; S 


By Mr. Fleming: 


Q. Is there no way by which you could expedite that rséediire by recruigigal 
let us say, training personnel?—A. With fifty examiners we would have most of 
that backlog taken care of. As a matter of fact, the man who came in this 
year might start to be useful next year and the following year he would be able 
to do a trained man’s work. As a matter of fact you sometimes find that at 
the end of the training period he can do as good work as examiners who have 
been with us for fifteen years. His standing depends on the capability of the 
man, and we find thal as a rule it takes about three years to train him. After 
that he has a definite value to the office. Unfortunately, it is not infrequently 
the case when we have trained a man he leaves us and goes into private practice 
in an outside office. As a matter of fact recently we had two very well trained 
men leave us to go into private practice in an outside office. They both went 
to very well known firms of patent attorneys at very much larger salaries. But 
the point is that they got their training in the patent office. We trained ther n 
for outside interests. And I do not think that is altogether fair to us. ee 

@. That is not unknown. My other question has to do with printing, 
Anyone who has had anything to do with printing will appreciate the importance k 
and the difficulty of printing. What is done in the way of. printing now? Is it 
just that you need more fees; or, is there some question of ability involved? 
-—A. I really could not tell you what stood in the way of it because the act of 
1935 provided for the printing of patents. 

(. Who has held if off? Why has it not been done?—A. The fact of ihe 
matter is it probably would have been done before this. The war upset tremend- 
ously what we were trying to do. We were getting along very nicely up until 
1939. We were getting well ahead every year. We had discussed the possibili- 
ties of printing. We approached the Printing Bureau back about 1920 or 
thereabouts and they gave us.a price of $19.00 per patent for fifty copies. Their 
price to-day for seventy-five copies of a patent is $62.50 which means that we 
would have to spend, if we went to the Printing Bureau to get that done, 
$650,000 each year for the printing of Canadian patents, from which we would 
_ derive a revenue of pr obably $20, 000 a year. : 

Q. For whose decision is the printing waiting now?—A. The printing is 
waiting until we get the money, until we get the space. When we get the space 
we are going to print by an offset photographic method of printing. It has been 
investigated. I went to the United States on the instructions of the former 
Secretary of State. We estimate we can print 75 copies of each patent, takmg 
the average patent as 15 pages and a page and a half or two pages of drawings, 
for $15.35. | aa 


By Mr. Macdonnell: 


Q. Do you mean to say that a government department wanted 400 per 
cent profit?—-A. I do not know whether it was profit. It is not the same process 
at all. We are going to use an offset printing process. a 

The CuatkMAn: A much enbaper type of printing ee you think quite good 
enough for your purpose. e 

The Witness: The United States government are ae 100 copies: of 
United States patents by private enterprise. It is let out to a SL oa 
and they are printing them for $13.75. ; a 


Mr. Fremine: As against the figure of the King’s printer of $62. 
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Mr. Macvonnetn: More than 400 per cent. 

Mr. Fuemine: I think we ought to be in the printing business. 

Bs The Wirness: This is the offset process. That is the type of printing which 
we propose to do. The drawings are at the back. I should like you to look at 
the drawings. You can see what we are proposing to do. Care 


2 By Mr. Fleming: 
QQ. This is the offset process?—A. Yes. We can print those for 25 cents a 


_ Q. That is good enough for anybody?—A. I should imagine so. 

—_ Q. But I am still asking who is going to make the decision on the printing? 
Is that your decision or is that a matter for the Governor in Council?—A. It is 
‘a matter for the Governor in Council. Section 25 of the Patent Act says this: 


25. The Commissioner shall, in each year, cause to be prepared and 
- . laid before parliament a report of the proceedings under this Act, and 
_ ___ shall, from time to time and at least once in each year, publish a list of 
e all patents granted— 


which we do in the Patent Office Record— 

- and may, with the approval of the Governor in Council, cause such 
____ specification and drawings as are deemed of interest or essential parts 
: thereof, to be printed, from time to time, for distribution or sale. 


—  Q. It comes down to this then that the decision to print will have to be 
taken by the Governor in Council, and up to the present time the war has inter- 
fered, the shortage of paper and printing facilities?7—-A. And do not forget space. 
- _ Q: Space, and then the matter of expense.—A. The office was contemplating 
printing in the very same manner as one of the other departments of the govern- 
ment, the statistical branch. -They print all their own reports by the offset 
process. They have a very nice plant. We looked through the plant. They gave . 
~us a figure. We investigated very carefully, and our investigation of their plant 
gave us a figure of about $15. 


ie By the Chairman: 


— * QQ. Have you obtained estimates or tenders from the printing trade as to 
_ what this offset printing will cost?—A. We asked two of them to give us a figure 
and they would not touch it. 
. By Mr. Mayhew: 
4 B: ~ Q. Would there’ be any great volume that you would be printing?—A. The 
volume we would be printing? ane 
—_. Q. The volume in offset printing is certainly a very great factor. The initial 
setup is a terrific expense——A. We timed all the operations at the Bureau of 
Statistics, the preparation of the plates, the setup and then the printing process. 
We investigated each step, and the number of people employed in each step. 
The CHarrmMan: Gentlemen, would it meet with your approval to ask Mr. 
“Mitchell to make whatever statement he cares to make in a general way on the 
) bill and the reasons for the proposed amendments? Then we will proceed to deal 
" with the bill a section at a time. I have one other suggestion to make. It does 
seem to me that perhaps the question of space is one reason why there has been a 
delay. If this office is spread around in three different buildings and has wholly 
‘inadequate space it might be that the committee would care to make an inspec- 
tion of the space now occupied by the department and make a recommendation 
in that regard. It may be helpful. 


. ie Mr. Macponnetu: Could we not send the steering committee to do that?” 
ee a 
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The Cuarrman: A small committee would serve. 


Mr. Fiemina: I thought there was someone you were going to call on now. | 


The CuHarrMAN: I would rather have the general statement first. 

Mr. Stewart: We are not going to discuss the clauses Of the bill now? 

The Cuatrman: Oh no, a general statement first from the commissioner. 
The Wrrness: I will run through the sections. 


Mr. Mayurw: Are we here to discuss the bill or are we here to discuss the — 


economic operations of the department and its general work? 


The CuairMan: I do not think we should get too far away from the order of 
reference, but I do think if in the course of our inquiry as to this bill amending 
the Patent Act we gather any information that would be helpful to the depart- 
ment perhaps we might pass it on. | 

Mr. Buackmore: Hear, hear. 

The CuatrMAn: All right, Mr. Mitchell. 


The Witness: Section 3 of the bill is to facilitate giving information to 
commercial companies in Canada as to patent applications filed in Canada of a 
nature similar to issued foreign patents. On the information which the office may 
give an industry may start up in Canada without being hampered by a patent. 
For instance, if a patent is issued in the United States and an application is not 
filed in Canada a Canadian industrial concern may see this United States 
patent ‘and ask us if a corresponding application has been filed in Canada. If we 
answer “no” and they are clear under all other sections of the Act they may go 


ahead and manufacture in Canada without any possibility of infringement or — 


being held responsible for using this particular invention. Section 3 of the bill 
refers to sections 11 and 12 of the Act. The provision as to section 12 of the Act 
is to allow the office to look after secret applications which have been filed during 
the war at the request of foreign countries so that they will not be thrown open 
to ordinary examination, with the possibility of leakage of the information con- 


tained in them, after March 31 when the temporary legislation ceases to be in | 


effect. That is the object of that. 

In Great Britain they have secret patents. In the United States they have 
secret patents. This particular section deals only with patents owned by the 
Canadian government, not by any other. - 

The purpose of section 19 (b) of the Act is only to bring it into harmony 
with the Atomic Energy Act so that we may work with them as closely as 


possible and see that applications filed pertaining to atomic energy are dealt 


with in the manner provided for by the Atomic Energy Act or the rules and 
regulations under that Act. : 

Section 5 of the bill deals with the repeal of section 23 of the Act. We 
repealed it for the reason that it refers to patents issued prior to the 18th day 
of June, 1923. The last patent issued prior to the 13th day of June, 1923, must 
have expired on the 13th day of June, 1941, so that the section does not, really 
fulfil any useful function now. 

The reason for the amendment to section 26 is to clarify the section. There 
is nothing of any moment in it. It is a mere case of clarifying the section. 

Section 26 (1) of the Act reads:— 
26. (1) Subject to the subsequent provisions of this section, any 
inventor of an invention, 
and in-subsection 2 it says:— 
Any inventor or legal representative of an inventor. 


The reason for amending section 26 (1) is to bring it into harmony with 
subsection 2, namely “Any inventor or legal representative of an inventor.” 


There are some smaller amendments which may be made to that section — 


x 
4 
4 
; 
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but they do not alter its import at all. Section 9 of the bill refers to section 28 


of the Act. Its purpose is to permit the filing of applications in Canada at this 
late date when those applications could not have been filed during the war. 

There may have been various reasons. We have been a little generous 
here because it does not necessarily have to be a war reason. It may be that 
the person who wants to file his application here did not find it expedient at 
that time to file in Canada but now he wants to come into Canada and file 
his application. Of course, if he comes in and starts an. industry we may be 
quite pleased to have him. I do not know. 

Section 28 allows the filing of applications in Canada which might have been 
filed or should have been filed during the war years, but as to which the inyentor 
was unable to file his application in Canada for personal or other reasons. 

Section 10 of the bill, referring to section 29 of the Act, is a rather debatable 
section in some ways. I want to explain that we require an oath in a Canadian 
application, and there are only three countries in the world which require oaths 
to be filed with the patent applications. They are the United States, Canada 
and Newfoundland. I do not‘ know how that first came into the Patent Act. 


~ Probably it was copied from the United States. It may have some _ use. 


Personally I‘do not know that it has much use. However,’it is in the Act and 
we wanted to clarify when the oath should or may be filed. 

Section 11 of the bill has to do with the fee. There is nothing in that. 

Section 12 of the bill refers to section 31 of the Act. It is amended to 
clarify it. There was some doubt as to what “action” was. The only action 
that there is in the patent office is examiner’s action. We clarified section 31 
to bring out that the action on which it depended there was the examiner’s 
action. 

Section 13 of the bill refers to section 32 of the Act. During the last few 
years we have found on a number of occasions joint inventors had made a 
certain invention and had disagreed as to filing ° an application. The result was 
that an application could not be filed. } 

We are making provision here that if all the inventors will not make an 
application one of them may do so. We are not depriving the other inventors 
of the right to come in: If they want to come in and join with the first 
inventor they are at liberty to do so under the Act. Apart from that there 
is a section in this bill which will provide that they can have the register in 
the patent office corrected as to the title to the invention or patent if so desired. 
Tt is merely to correct a condition that exists. I think it should be corrected 
because it. has prevented applications being filed as to a great many uscful 
inventions, and knowledge of them being disseminated throughout the country. 

Section 14 of the bill is merely a change of the fee. 

Section 15 of the bill deals with a typographical error. 

Section 16 of the bill deals with what will be section 52 (a) of the Act. 
If any assignment of ownership to a patent is presented in the patent office we 
do not inquire whether the assignment is a good assignment or not. If every- 
thing appears to be in order and it is signed by the contracting parties we 
simply register the assignment, but let us suppose there is an application for a 
patent and an assignment is filed which is a fraudulent assignment. i 

There was no provision in the Act for going to the Exchequer Court to 
correct the register of the patent. office. This section of the bill is merely to 


correct the register, the ownership of title to the patent. It has nothing whatever 


to do with purging the register of lapsed patents. It is only to correct the 
ownership. 5 7 

Secion 73, deals with the tariff of fees for the purpose of printing. During the 
sitting of this committee it has been represented to me. that section 77 of the 
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Act which is dealt with in section 18 of the bill should be repealed in toto a 
and not merely by way of an amendment.to the section. I suppose that willbe 
discussed at a later date. a 


The CHairMAN: Is there anything ee 


By ee Beaudry: 

Q. Do I understand you are the commissioner both of patents and copy- 
' rights?—A. Yes, there is a connection between copyrights and industrial designs. 
There is a very ‘close tie between industrial designs and patents and you cannot 
separate them. 

Q. Would you be good enough to tell me what the rank is of the highest 
French-speaking officer in your department?—A. The highest ranking French 
officer in the department at the present moment is the assistant commissioner. 
The late assistant commissioner retired a year and a half ago, but he was off for 
six months due to illness before that. As a matter of fact, the new assistant 
commissioner was appointed last week. Bo a0: 


By Mr. Lesage: 

@. Just one question; Section 52A is there any special procedure in connec- 
tion with that?—A. That would come under the procedure of the Exchequer 
Court and would be governed by the rules of that court. 

Q. Would notice be given?—A. They would have to serve the office. : i 

Q. Is there anything in the Act or would it be at the option of the clerk?— 
A. No, they would serve the office with the notice because we would be the party 
to it. We would produce our books and say, “Here is the situation; we did ef 
register this. It is registered under so-and-so and here is the assignment. e i 

Q. It would not be by way of ex parte procedure?—A. There might be an 
ex parte procedure because it might be so obvious it is fraudulent. that it. might 
be by way of ex parte procedure. . “oe 

Q. Who is going to decide that? Would it be according to the rules of the ~~ 
Exchequer Court?—A. It would be decided by the Exchequer Court. The 
Exchequer Court has full powers in this matter. 


The CHarrmMan: Would the committee care to hear a general stators 
from the vice- -president of the Patent Institute, before we go into the bill clause 
by clause? All those in favour? 


Some Hon. Mremsers: Agreed. 


Christopher iotineat. Vice-President of the Patent Institute of Canada, ¥ 
called: a 


The Witness: Mr. Chairman, at this stage there is not very much, on 
behalf of the Patent Institute, I can usefully say. We think that the purposes — 
of the bill are good and, in general, we agree with the proposals made. We 
have,some suggestions to make concerning the phraseology of some of the pro- — 
visions. We will also offer some suggestions concerning possible additional 
provisions covering one or two points. We think it would be useful to deal with 
them since the Act is being amended. We have some criticisms of the inclusion 
of certain provisions but whether, Mr. Chairman, it is desirable that those be’ 
put forward at this stage, before the bill is being considered section by section— 

The Cuamman: Is it your intention to attend the committee mecunee 3 
during the entire course of our enquiry? | 


The Witness: Yes, sir. 
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The CuHatrMAN: Then, in that event, if you will indicate to the committee 
__ when we reach the sections upon which you wish to speak, I think that would be 
_ the proper procedure. 
Mr. JAcKMAN: I wonder if Mr. Robinson would tell. us eae the Patent 
Institute is? What are some of the problems as seen through the eyes of the 
- Institute? Who supports the institute? 
Mr. Irvine: That is the information I desire, too; will you tell us about 
the Patent Institute, its relationship to this department and so on? 
The Wirness: The Patent Institute of Canada is an association of what you 
might call, shortly, patent attorneys. Actually, they are people, some of whom 
are members of the Bar and some of whom are not, but generally the principal 
occupation of whom is to give advice to people who have invented something 
they desire to have patented, or to manufacturers who may desire to nator iaee 
_ the manufacture of some article and wish to know whether they are likely to get 
e into patent’ trouble if they do. All the members of the institute are principally, 
if you like, professional advisers on eat matters, some of them being members 
= of the Bar and some not. 


S By Mr. Michaud: 

= Q. How many members are there in your institute, approximately ?—A. We 

_ have about forty Canadian members, we have about twenty British associates 
~ and IJ should think probably thirty to forty foreign. associates. 

(Sa Q. Are all the individuals who perform your functions, members of your 

- _ institute?—-A. No, the institute does not cover all people who engage in this 

_ _ profession in Canada. 


ie By Mr. Jackman: 

we @. May I ask you whether the leading patent solicitors of this country are 
__ members of your association? Have you a good representation among them?— 
A. There might be a difference of opinion on that. I can say this, most of the 
people who are_in this profession in Canada are members of the institute. 


me 2 By Mr. Jaenicke: 

Q@. It is not a compulsory ea a society such_as the Law Society where 
~ everyone must be a member?—A. No, not at all. 
at Q. It is a voluntary organization?—A. Yes. 


By Mr. Fulton: 
(. Have you any special relationship with the Patent Office or the com- 
~_ missioner?—A. No. 
a — Q. It is just a matter of grace and courtesy?—A. We have no special 
_ __ relationship except that we are, naturally, in contact with the Patent Office all 
_ the time because that is our job. 3 


ig By Mr. Irvine: 
@. Are you good friends?—-A. Sometimes; I think perhaps occasionally 
we make the commissioner’s life a burden. 


By Mr. Jackman: 
Q. The members pay fees and they keep a central office going?—A. Yes. 
Q. You are the vice-president. Is this just a position of honour for you? 
- Ts your main source of income from your private practice or are you engaged 
full time by the institute?—A. No, my main source of income is from my 
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practice. There is no income provided for the officers of the institute with the 


exception of an honorarium for the secretary. All the officers are carrying on 
their ordinary practice. 


Q. Even the secretary ?—A. Even the secretary. 


By Mr. Michaud: 


Q. You are not like the high officers of a labour iaiou? ow No, we are 
not a very large organization because the number of people who. are ‘engaged 
in this profession, if you took them all, both in and out of the Bats is not 
very great. 


By Mr. Jackman: 


Q. How old is the organization?—A. It goes back to 1926. It was incor- 


porated in 1935. 

Mr. Fiemrine: I think the suggestion that we call on Mr. Robitson as we 
read the provisions of the bill section by section is a good one. However, I 
wonder if there are’any general representations he may desire to make other 
than the views he has already expressed? 

Mr. Rinrrer: Perhaps you have some general information you wish to 
give the committee? 

Mr. Jackman: Mr. Robinson may want to make some general statement in 


regard to how the Patent Act operates in Canada. Are there any particular — 


difficulties? Are you labouring under any particular difficulties, or is it too easy 
for people to get patents in Canada? 


The Witness: I should say the statute is a good one but, like every statute, 


there are possibilities for improving it. I think the main difficulty is the diffi- 
culty which the commissioner has mentioned, that .1is with regard to the 
insufficiency of space and the insufficiency of staff in the Patent Office to take 
care of the work. This is a most unsatisfactory condition and one which I 
think everyone agrees should be cleared’ up as soon as it is possible to do so. 


As the commissioner indicated, it cannot be done over night because the Patent | 


Office is suffering from the results of years, if you like, of neglect. This office 
has not been given the staff or space it should have been given. The result 
is the work has just piled up in the Patent Office. 

The difficulty in that connection in this country is that you get a patent 
for seventeen years from the date from which it is granted. From the date 
of the grant you have a monopoly on that invention for seventeen years. The 
theory of the thing is that you can only obtain a patent on something from 
which the public has never had any benefit before. You can only obtain a 
“patent on something which is new. In the United States they say, “Well, if 
you will disclose to us this new thing of which you talk and which should be of 
general benefit to the public, we, in return for such disclosure, so that anyone 


who reads the patent will be able to put it into practice, will give you a monopoly » 


for a certain term of years. This will only be for a limited term, the idea 
being when the monopoly is over, the public will have the full benefit of your 
invention.” The alternative would be to have the inventor keep the secret and 
the public would not have any benefit from it. 


By Mr. Michaud: 


@. Would you happen to know what period of time is granted in the other 
countries?—A. Yes, in the United States, it is seventeen years from the date 


of the grant; in England, it is sixteen years from the date of the application; | 


in France, it is twenty years from the date of the application ; in Germany, it 
was eighteen— 
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By Mr. Rinfret: | 
Q. From the application or the grant?—A. From the application, The 
difference between the North American way of dealing with it and, in general, 
the European way of dealing with it, is that in North America, both in the 
United States and Canada, the patents run from the date of the grant. As a 
result, if the granting of the patent is held up, the term of the monopoly may, in 
effect, be extended. Once you have filed an application—let us say you are 
making an article upon which you have applied for a patent—you are entitled 
to mark it “patent pending” or “patent applied for’; all the members of the 
committee have seen those words. This mark has no legal validity at all. So 
long as the patent has not been granted anyone is perfectly free to make the 
thing which is covered by the patent application. 

The difficulty arises in this way: if the article is one which would cost a 
lot of inoney to manufacture,.,or one which would entail a large capital expendi- 
ture, either in building a factory or something else, the manufacturers could not 
take a chance on doing that because they know that some time or another—they 
cannot tell when—the patent is going to come out with the result that if some 
thing is not covered by the patent application—unless it is the kind of thing that . 
can be made in large volume and at low capital cost and quickly it is very 
unlikely that anyone is going to assume the risk of starting to manufacture, 
because you might have to stop in two weeks; he could have three years. That 
is why it is desirable that applications should be brought out of the Patent Office 
as quickly as possible; they should be either definitely refused or granted as 
soon as possible. 


By Mr. Jaemcke: 


Q. Is that the fault of the Patent Office always, or sometimes the fault of 
the attorneys?—A. I think it is possibly the fault of both; because there is no 


- doubt about it that if the Patent Office is not in a position to force the thing on— 
there are certain legal delays attaching to the issue of a patent itself. For 


example, after you file an application the examiner considers it and he may 
rightly say you cannot have your patent or you cannot have the patent in as 
broad terms as you have asked for because there are, or there may be, other 
patents covering very much the same sort of thing. And now, when you receive 


a communication from the examiner under the Patent Act you have a period 


of six months in which to answer that letter. It must be answered within six 
months otherwise the application is vacated. It is quite true that in a great 
many cases probably the full six months is taken; but the average lapse of 
time under the present provisions before there is any action by the examiner is. 
far over six months. It might be possible, particularly if the Patent Office were 
up to date in its work eventually to cut that time down a little bit; but in 
almost.all countries they do give a term of about six months. Some give longer. 
A few give as little as four months. But you have got to consider the difficulties 


- of a man who may be living in South Africa or Australia who has applied for a 


patent in Canada. A letter has to go out to him; and then probably some patent 
attorney in Australia has to get in touch with his client and they have to exchange 
some correspondence to arrive at a decision as to what to do about it and then 
they have to write back. The six-month limit is not I think on the whole 
unreasonable; but by and large I think the great delay under present conditions, 
is not the fault of the Patent Office staff but it is delay within the patent office; 
and there simply are not enough examiners to examine these cases and act on 
them as soon as they come in, as would be desirable. As an indication of the 
sort of thing that can be done under satisfactory conditions you must consider 
the United States before the war. Not now, of course. They made beginning 
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in the middle ‘30’s—a concerted effort to bring their work more up to date. For 
one thing they increased the number of their staff enormously, with the result 
that just before the war you got the first action by the examiner; that is, you 
got the first letter from the examiner in anywhere from four to six months, if 
your application had not failed. In the United States the time limit is now about 
fifteen months. In Canada I think it is considerably longer than that. The 
important thing, as the commissioner indicated, is to get more space and more 
staff and bring the work up to date. If that were done it would be much easier 
for the Patent Office in dealing with applications to get on with the job. There 
are cases, of course, where a person representing a client takes advantage of the 
opportunity for delay. I have no doubt done it myself—taken advantage of the 
fact that the work is so far behind. Some members of the committee are no 
doubt members of the Bar and they know that their professional obligations 
in certain cases may be, to be fair to their client, to apply the rules of court 
in a way that is most advantageous to him. But that does not mean that: 
looking at it as a member of-the public, you may think that these rules are, 
first, the best ones to have. You may well think it would be desirable to have 
different rules, rules which would not make that sort of thing possible. | 


By the Chairman: 


Q. I take it that once an application for a patent is filed in most instances 
the applicant is reasonably well-protected?—A. Well, he is protected in this way 
that he has established an official date on which he must have made his inven- 
tion, because he must have made his invention by the time he filed his applica- 
tion. Once he has filed it he is protected from the point of view of somebody 
else coming along and getting in ahead of him, that he and not they are entitled 
to the invention. 

Q. Yes?—A. And mind you that. protection is not absolute. 

@. No; but if he finds anyone entering the field on a temporary basis, Sieh 
anyone can do.—A. Yes. 

Q. If he finds anyone entering the field he can then—perhaps they are try- 
ing to take advantage of this time limit—he can then press for the grant of his 
patent?—A. Well, in exceptional cases like that he can get what is called a special 
order from the commissioner for immediate action on his application. If you can 
make a showing that’ you are going to be prejudiced by the normal delays in 
having the case taken up for consideration within the Patent Office you can: get 
an order from the commissioner directing the examiner to take that case out of 
its turn. For example, in a case such as you are suggesting,” where someone is 
infringing, 1s using your invention, and you want to get your patent out. But 
that is something which has to do naturally with the benefit to the applicant— 

Q. I was coming to that. I was just prefacing my question, leading up to a 
further point. Then, the way our present legislation sits, the applicant ean 
extend the seventeen year benefit which he has under a patent perhaps another 
three or four years by being dilatory in prosecuting his application——A. Well, ” 
I think perhaps that is putting it a little high. In the first place, the applicant 
has got to answer the action by the examiner within six months. He cannot put it 
off any longer than that. If the Patent Office were able to deal with the applica- 
tions and with the replies on their official actions promptly you could very much 
cut down the length*of time that it takes an application to go through from the 
time of filing to the time of the issue of a patent. It would depend pretty much 
upon the individual case. Some cases, of course, are a great deal more difficult 
than others. But, if the Patent Office were fully staffed they would be able to cut 
down the time within the office. And I think it is fair to say this, that in cases 
where the answer to an official objection to-an examiner is not a full answer 
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. the examiner would be in a Crioh better position to hold the applicant’s answer 
3 up until, let us say, you have got the full answer; or, he could say: now you 
ee not given us a full answer and your application i is abandoned. 
Ro Q. Answering now as a member of the general public and not as a patent 
ye attorney, what would you say as to an amendment to the present act to make the 
_ patent term extend for only seventeen years from the date of application?—A. 
_ Well, I think seventeen years from the date of application would be rather short. 
J might say, Mr. Chairman, that there have been a great many suggestions, par- 
ticularly in the United States, for-the limiting of the time of the patent by 
_ reference to the date of filing. On this basis, for example, a patent might run 
not for twenty years from date of filing and not for seventeen years from date 
of granting—in a great number of cases where applications have been pending 
- for a very long time that would be perfectly satisfactory, and a satisfactory 
provision if the work oi the Patent Office were up to date; but so long as the 
* work of the Patent Office is not up to ee it might work very ereat fe at 
on the applicant. 
a Q. But you have already told us that he is reasonably well spoteeted 
_ anyway. If anyone invades the field during the time the application is pending 
2 there is provision for very prompt action.—A. One difficulty about that is that 
~ you do not always know whether anybody is invading your field or not, par- 
ticularly in the case of a foreign application; and, if you had to deal specially 
. Fst a very large proportion of applications, had to get them dealt with specially | 
_ it would very much decrease your difficulty. It is only in the very, very rare_ 
d case— 
By Mr. Rinfret: 


Q. Would you be right in saying that there are a alte: no cases where 
the applicant is interested say definitely in delaying the application?—A. I 
eertainly would not. Perhaps I have not made myself clear. The point I am 
trying to make to the committee is that from the public point of view everything 
- should be done to prevent any abuse of formal procedure within the Patent 
Office and to get the patents out as quickly as they can possibly be got out. I do 
g not think that the time limits that are in the act for answering official objections 
% b are unduly ae 
or - “By the Chairman: 
ee Q. May I put it this way! from your experience, your wide experience as a 
patent attorney, can you foresee that any substantial harm or injury would 
~ oecur to an applicant if an over-all ceiling of twenty years from the date of 

application should be written into the act?—-A. Under present conditions, yes. 
Under conditions such as existed in the United States patent. office before the 
war, I should say, probably not. And I emphasize again that I am speaking 
~ personally. 
; Q. Would you elaborate on the ‘“‘yes”?—A. Because of the inevitable delays 
‘in getting the applications dealt with in the Patent Office. 

. Q. Do you know of any specific cases where infringements are taking place 
during this interim period between the date of application and the date a issue 
of the patent? Your answer “yes” rather involved that. That is why I asked 
_~ that supplementary question—A. No. It is difficult to put your finger on par- 
ticular cases; but there is this point, that in a good many cases it may be 
- undesirable for anyone to start in on the manufacture of, or to make much 
disclosure about an invention before a patent has been granted. 

4 Q. Do you think an applicant would not embark upon a heavy expenditure 
2% getting ready for production until he actually had his patent?—A. Very often 
that is the position; and very often he is afraid to make much disclosure about 
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the invention, particularly if it is one that can be made fairly quickly and with - 
low capital expenditure, because his patent may be delayed a long time and you. 
do not know how many other people are going to come into the field. 

@. What would you suggest then as an over-all ceiling if the three-year 

period is not long enough? What would you suggest would be a proper period ?— 
A. I haven’t got the figures with me now. We did have at one time some figures 
on the average pendency of applications. 
A. It 
seems ‘to me that in principle a reasonable ceiling might ne ‘one of seventeen 
years, plus the average pendency of applications now; that, possibly, to be 
reduced if it were possible to get applications eut more quickly. 


The CHAIRMAN: It 1s now five minutes to one. The agenda committee met 
and decided to recommend that our next meeting this week be on Friday morning 
at 11 o’clock. Shall we adjourn until Friday at 11 a.m.? 


Mr. Low: I so move. 
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MINUTES OF PROCEEDINGS : 


Fripay, February 28, 1947. 


The Standing Committee on Banking and Commerce met at 11. 00 a.m., the 
Chairman, Mr. Cleaver, presiding. 


Members present: Messrs. Black, (Cumberland), Blackmore, Cleaver, 
Dechene, Dionne (Beauce), Fleming, Fraser, Fulton, Gour, Harkness, Hazen, 
Irvine, Isnor, Jaenicke, Jutras, Lesage, Macdonnell (Muskoka- Ontario), Marquis, 
Michaud, Quelch, Rinfret, Ross (Souris), Stewart (Winnipeg North), ‘Strum 
(Mrs.), Timmins. 


In attendance: Hon. C. W. G. Gibson, Secretary of State; Mr. J. T. Mitchell, 
Commissioner of Patents and other officials of the Patent and Copyright office, 
and Mr. aes Robinson, Vice-President of the Patent Institute of 
Canada. 


At the request of Mr. J scnione it was ordered that the following correction 
be made in the printed minutes of evidence of February 25, viz: 


In the three first lines of paragraph eight, for the words “Are there any 
cases in which conflicts take place in Canada where they have to wait upon the 
outcome of a conflict in the United States before the Canadian conflict can be 
dealt with?’’, substitute the following: 

“Are there any cases in which conflicts take place in the United States where 
they have to wait upon the outcome of a conflict in Canada before the United 
States conflict can be dealt with?” 


On motion of Mr. Jaenicke, 

Ordered,—That there be printed 750 copies in English and 250 copies in 
French of the Minutes of Proceedings and Evidence relating to Bill No. 16, An 
Act to amend the Patent Act, 1935. 


On motion of Mr. Fleming, 
Resolved,—That Mr. Rinfret be appointed Vice-Chairman of the Committee. ° 


The Committee resumed consideration of Bill No. 16, An Act to amend the 
Patent Act, 1935. 


Mr. Mitchell was recalled. He read statements in answer to questions asked . 
at the last sitting, and was further examined. 


Mr. Fleming submitted a copy of Sessional Paper No. 101A, dated 18th 
July, 1946, and it was ordered that the said document be printed in this day’s 
proceedings. (See Appendix “‘A”). 
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Examination of Mr. Mitchell was continued until 12.50 p.m., when the 
Committee adjourned until Tuesday, March 4, at 11.00 a.m. 


R. ARSENAULT, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Hovusk oF CoMMONS, 
February 28, 1947. 


The standing Committee on Banking and Commerce met this day at 11.00 
a.m. The Chairman, Mr. Hughes Cleaver, presided. 


The CHAIRMAN: Gentlemen, we have a quorum. Shall we proceed? 


Mr. Japnicxe: Mr. Chairman, before we proceed I wish to request correc- 
tion of the record of the last meeting. On page 18 I am reported to have asked © 
the following question: 


Are there any cases in which conflicts take place in Canada where 
they have to wait upon the outcome of a conflict in the United States 
before the Canadian conflict can be dealt with? 


I think, Mr. Chairman, you will recollect that my question was just the other 
way about. It should ‘read : 


Are there any cases in which conflicts take place in the United States 
where they have to wait upon the outcome of a conflict in Canada before 
the United States conflict can be dealt with? 


Of course, that was my question. The answer and the previous evidence would 
- indicate that. 


| The CuHairmMan: Yes, thank you, pie Jaenicke; that correction has been 
noted. 

Before we proceed with Mr. Mitchell’s evidence, I should have asked the 
committee at our last meeting to -indicate how many copies of the Minutes of 
Proceedings and Evidence of this committee with respect to bill 16 should be 

printed. The suggestion has been made to me that we should have 750 copies 
printed in English and 250 copies in French. What is your pleasure in that 
regard? 

Mr. Futton: I so move. 

The CuarrMan: Mr. Fulton moves that in respect of bill 16— 

2s Mr. Fuiron: I asked a question, why so many? Normally, it is 500 copies 
in English and 200 in French. Is there any particular reason why we should 
vary that? 

. Mr. Fiemine: Does that include the number. furnished to members of 
_ parliament? 

q The CHarrMAN: That is the over-all number. 


Mr. Irvine: Must that motion go through to-day? The number we require 
might be determined by what sort of matter is contained in the report. If the 
question is not an urgent one, we might settle it some other day. Otherwise, I 
- am in favour of printing the larger number. 


The CuarrMan: In order to be safe, so we would not be short of copies of 
the first meeting, and as there was no authority from the committee, I took the 
responsibility for ordering a sufficient number printed. They are in your hands, 
now. As to the subsequent issues I am, of course, in the hands of the committee. 

Mr. Hazen: What does the clerk of the committee advise? He must have 
@ good deal of experience in these matters. 
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Mr. Fuuron: Will you tell us whether the 250 extra make much difference 


to the cost of printing? 
The CHAIRMAN: Very little difference in the cost. 
Mr. JAENICKE: I so move. 


The CuatrmMan: Mr. Jaenicke moves, in respect of bill 16, an Act to amend 
the Patent Act, that 750 copies be printed in English and 250 copies be printed 
in French of the Minutes of Proceedings and Evidence of this committee. All 
those in favour? 


Motion carried. 


Will you carry on, Mr. Mitchell, please? You might first table the informa- 
tion which you promised to give the committee when you were giving your 
evidence last Tuesday. 


J. T. Mitchell, Commissioner of Patents, recalled: 


The Witness: Mr. Chairman, there was a question asked with respect to 
international conventions for the protection of industrial property. I should like 
to read the following memorandum in reply to that question: 


The convention was signed at Paris, March 20, 1883, and revised at 
Brussels, December 14, 1900; at Washington, June 2, 1911; at The Hague, 
November 6, 1925, and lastly at London, June 2, 1934. 

The contracting countries constituted themselves into a union for the 
protection of industrial property. 

The protection of industrial property is concerned with patents, 
utility models, industrial designs and models, trade marks, trade names 
and indications of source or appellations of origin and the repression of 
unfair competition. 

On January 1, 1946, the general union comprised 37 member countries. 
Canada became a member on September 1, 1923, and adheres to the text 
of The Hague revision. 

This brief explanation of the union will be confined to patent 
applications and patents. 

Article 4 of the convention provides that any person who has duly 
deposited an application for a patent in one of the contracting countries, 
shall enjoy for the purposes of deposit in the other countries a right of 
priority during a stated period. 

The period of priority for patents is twelve months and there are 
regulations respecting the declaration to be made by the applicant of the 
date and country of first deposit, the proof of deposit such as a certificate 
from the proper authority and other formalities. 

In effect this section means that conforming to certain formalities 
any person who files an application in any country of the union may file 
the application in any other country of the union not later than twelve 
months thereafter and enjoy the rights and advantages he would have in 
the other country if he had filed the application not later than the filing 
in the first country. The rights and advantages of a patentee of any 
country of the union in any other country of the union are the same as 
those granted to nationals of that other country. 

Article 5 of the convention provides that the importation by the 
patentee into the country where the patent has been granted of articles 
manufactured in any of the countries of the union shall not entail 
revocation of the patent. Nevertheless each of the contracting countries 
shall have the right to take the necessary legislative measures to prevent 
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the abuses which might result from the exclusive rights conferred by the 
patent, for example, failure to work, but in no case can a patent be made 
liable to such measures before the expiration of three years from the date 
of grant of the patent. 

This means that a patentee may import the article manufactured in 
any of the countries of the union into the country where the patent has 
been granted for a period not exceeding three years from the date of grant 
of the patent. Importation and/or failure to work after three years 
would bring the patentee within the patent regulations of the country 
where the patent was granted, unless the patentee is able to justify the 
importation or non-manufacture by legitimate reasons. In the Canadian 
Patent Act there is provision for the commissioner to grant a licence 
precluding the importation of a patented article and either requiring the 
patentee to work the invention in Canada or permitting the manufacture 
by other persons. 

There are other articles referring to the use of patented inventions 
used on board ships, aircraft and land vehicles temporarily or accidentally 
penetrating the country, the granting of temporary protection for goods 
exhibited at official or international exhibitions held in the territory of 
one of the contracting countries, the establishment of government depart- 
ments for communication to the public of patents, etc., but the articles 
explained in detail are the main clauses dealing with patents. 3 


Does that answer the question? Aide 
There was‘a second question asked dealing with a review of the printing 
estimates. 


In January 1919, the Printing Bureau estimated the cost of printing 
a patent of average length at $22.90. This was for fifty copies in 
pamphlet form 11” x 8”. With the yearly issue then at 7,200 the cost 
would have been $164, 000. 

In June 1925, the King’s Printer gave an estimate for fifty copies 
of approximately $22. 00 per patent. With the annual issue at 9,000 at that 
time the cost would have been $198,000. 

In 1929 the office made another estimate of $21.90 per patent and 


with the yearly issue of 9,000 the cost would have been $197,000. 


In 1931, a firm outside of Ottawa made a proposition for reproduction 
at a cost approximately $7.00 per patent for twenty-five copies but could 


not guarantee more than 50 patents per week or 2,500 yearly. As the 


patent issue was then 11,000 yearly the proposition was not further 
considered. 

In 1935 an estimate for reproduction by a photographic process was 
submitted at a cost of $7.50 per patent for thirty copies. The yearly 
cost at that time for an issue of 8,700 patents would have been approx- 
imately $65,000. This estimate was not satisfactory as it was made on the 
basis that the work would be done inthe Patent Office but was based 
on outside working hours and conditions. 


Now, those are entirely different from the hours and conditions prevailing in 
the government service. 


None of the above estimates took into account the editing or the 
cost of filing and storage. 

In October 1946 the patent institute and the office thoroughly inves- 
tigated the reproduction of patents by printing and photographic processes. 
In the first place an estimate from the Printing Bureau was obtained. 
For printing the letter press and making line cuts of the drawings their 
figure was $62.00 a patent for seventy-five copies or with an issue of 
10,000 patents, a yearly cost of $620,000. In addition, the bureau stated — 


they were not equipped to undertake such additional amount of work. 
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Some local firms were approached but they declined to estimate 
because they could not obtain space, labour or printing machinery. Firms 
outside of Ottawa are not considered desirable as there is always the risk 


of loss of irreplaceable papers in transport as well as the additional time. 


required for such transport. 

A method of reproduction already in use in another government 
department was selected for extended investigation. It consists of the 
formation by photographic process of printing plates from which any 
number of copies may be printed. It is thus a facsimile of the patent 
specification and drawing and there can be no compositor’s errors and 
proof reading is eliminated. Reproduction or enlargement can be made 
but the size of copy selected for computing cost was 7” x 94” which is 
slightly smaller than the 9” x 11” British and United States copies. The 
size of 7” x 94” gives the most economical use of negatives and plates. 
Without going aa further detail the various steps for preparation of copy, 
production of plates, press work, gathering, stapling, cost of material and 
labour, depreciation of equipment and other items were carefully consi- 
dered and it was estimated that .if the Patent Office undertook the work 
it could be done for $15.00 for seventy-five copies of each patent, or on 
an issue of 10,000 patents for $150,000. 


I should like to say here that the average patent is about fifteen pages with 
about 1-75 or 2 sheets of drawing. The basis on which that is computed is the 
consideration of 1,000 patents, 1,000 regular patents considered during a 
continuous period. , 

This does not include the cost of the equipment necessary for the work. 
Such equipment consists of cameras, plate machines, presses, cutters, folders, 
staplers and other necessary apparatus. The cost of these amounts to $36,000. 

I gave the figure last Tuesday of $50,000 for equipment. The actual figure 
we received was $36,000, so I erred on the safe side by saying $50,000. 

In addition, filing racks for storage of the copies would be required from 
year to year. If you undertake the printing of patents, we will require about 
an acre of space in the basement of the building to carry copies of patents for 


the next ten or fifteen years. Copies will be placed in steel racks which will- } 


be set about 2 feet 6 inches apart. These racks will carry all the patents which 
we print. Copies will be drawn from there to send out to the public as required. 

The estimated floor space for the printing establishment would be 6,000 
square feet and filing space for ten years, 40,000 square feet. I think that is 
approximately the area I gave you. 


In November, 1946, the commissioner of patents and another officer 
of the Patent Office visited the United States Patent Office in Washington 
to study their methods of printing and reproducing patents. In the 
United States the copy is edited in the Patent Office and the specifications 
to be printed are sent to their government printing office. Here, there 
is a section set aside for patents and no other class of work is done in 


that section. They have their own linotypes, monotypes, presses and all © 


other necessary composing and printing devices. Normally, 104 copies of 
each patent are printed—4 on bond paper for special use and 100 copies 
on ordinary paper. For some classes of invention for which there is a 


great demand for copies an additional hundred copies are printed. In 


their printing office only the letterpress is produced. The reproduction of 
the drawing is done by outside contract by a plant in Washington. The 
Patent Office places the heading on the drawing before sending it there. 


\ 


In addition to reproducing the drawing this firm is forwarded the printed 


part of the patent from the printing office and assembles, staples, bundles 
and delivers the complete patent to the Patent Office. 
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The cost of each operation was supplied and in every instance it was 
below the figures quoted by corresponding Canadian bureau or firms. 

The reproduction of exhausted copies and the printing of their Official 
Gazette which corresponds to the Canadian Patent Office Record were 
also studied and while the information obtained will be very useful it 
will not be dealt with here as it is not directly concerned with the original 
printing of the patents. It will be sufficient to state that the United States 
Patent Office produces their copies of patents at a cost of $26.80 for one 
hundred and four copies. 


I want to explain in connection with the figure of $26.80, the patent 
specifications are printed and not photographed; only the drawings are 
photographed. 


’ Mr. Friemine: May I interrupt before the commissioner continues his 
remarks on the next item which is a rather different one? I should like to draw 
- the attention of the committee to sessional paper No. 101A which was submitted 
. to the House by the Secretary of State and which is dated July 18, 1946, and 
in which there is some material dealing with the subject of pr inting. It might 
be helpful to the members of the committee if a copy of this sessional paper were 
_ placed in the record of the committee proceedings. 


y The CHarrMaAN: Is it 101A dated July 18, 1946? 


b ; 
s Mr. Fiemine: Yes, Mr. Chairman; fortunately I have a copy of it here. 
_ It is about two and a half pages in length. I think it would be helpful to have 
it on the record. 


The CHarrMAN: May I see it? 


a By Mr. Fraser: 


_— Q. Mr. Chairman, may I ask the commissioner what the cost is of printing 
of what you call your monthly bulletin?—A. At one time it cost $50,000: a year. 
Q. How many copies were made?—A. A thousand copies at that time. You 
_ may remember that the number was reduced to about 800 during the war but 
we have gone back again to printing a thousand copies. 
: -Q. Is that monthly or weekly?—A. It is a weekly publication. It is done 
under the Patent Act, section 25 I think it is; the same section as deals with 
- the printing of patents. But I want to point. out that that amount of money, 
$50,000 which was originally voted has been reduced from time to time, down 
to about $30,000 to $35,000. I have with me two copies of the Patent Record 
which I think may be informative as to what happens when the cost is reduced. 
~ In October of 1932 the appropriations for printing were reduced considerably. 
In fact, they were all used up and we had to make a saving; we had to print 
the Patent Office Record by reducing the size of the drawings and also by 
putting three columns to a page instead of two columns as formerly. Also we 
were reduced to one claim, only one claim appended to each patent; and that 
materially interfered with the search being made at the Patent Office because 
the examiners did not have available to them the full set of claims usually 
_ submitted with the patent. The examiner’s files consist of drawings submitted 
in connection with the application and in connection with each of these drawings 
claims related to the patent as shown in the Patent Office Record are attached. 
_ This material all used to be included in the Patent Office Record, and cutting 
-~ down the Record materially interfered with examination in the Patent Office. 
Luckily that only went on for about six months, but those six months did cause 
quite a lot of trouble. 


The Cuarrman: Mr. Fleming, would you care to indicate to the committee 
what part of sessional paper 101A you believe should go into the record? 
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Mr. Fueminea: Mr. Chairman, I think the whole of it might well go in. 
It is all germane to the matters discussed at the last meeting, and also to matters 
referred to by the commissioner. 


The Cuairman: Is it the wish of the committee that sessional paper 101A, 
dated July 18, 1946, a return to an order of the House, should be added as an 
appendix to to-day’s proceedings? 

Mr. Fueminc: Perhaps it would be helpful to the committee if I just read 
the headings as noted: 

Office Accommodatio 

Staff : 

Printing of Canadian Patents 

United States Classified Patents 

Printing of Classification Manual 

Classified Canadian Patents | 
Secret Applications ; <4 


Some Hon. Memsers: Agreed. 


The Cuarrman: Return 101A will be added as an appendix to to-day’s 
evidence. 
(Appendix A: Sessional paper 101A.) 


The CuatrmMan: Are there any further questions arising out of the statements 
which have already been read? 


By Mr. Fraser: | 


Q. I have a question, Mr. Chairman: It was said that they would have to 
have additional equipment and extra space if they were to handle their own ~ 
printing. You could not do that with what you have at the present time?— ~~ 
A. No, we could not. You realize that if you print seventy-five copies of ten 
thousand patents you will have 750,000 copies of patents in storage awaiting 
sale. And remember, that in the first year or two you may not sell fifty 
thousand or a hundred thousand. You may have to wait till they accumulate 
for ten years before you would be able to get anything like a good return on the 
number sold. | 

@. Then there is another question I want to ask: This space which you © 
would have to have would have to be fireproof, and you would have to have a ~ 
certain amount of air-conditioning so your records would not be destroyed?— — 
A. Yes, and preferably it would require to be on ground level so that the weight 
of that accumulation of paper, amounting to many tons, would not put undue 
stress on the walls of the building. I may say that in the United States they 
_ sell about four million to 4,250,000 copies of patents yearly, giving them a 
revenue of about $1,000,000 at the present rate of 25 cents per copy. 


By Mr. Jaenicke: 


Q. From what you said, Mr. Mitchell, I understand that you would be 
precluded under section 65 and section 66 of the Act from taking any action 
until after the expiration of three years?—A. Oh, definitely; it states that in 
section 65. 


4 


By Mr. Lesage: 


Q. It is the same as the British Act, is it not?—A. It is the same as the 
British Act. It was copied from the British Act verbatim with certain changes 
made to suit our Canadian conditions. I think you will find that in the first. 
paragraph in section 65. | 
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Q. After the expiration of three years?—A. After the expiration of three 
_ years, yes. You will also find at the end of section 65, subsection (3) it states: 
5 . it shall be taken that patents for new inventions are granted 
not only to encourage invention but to secure that new inventions shall 
so far as possible be worked on a commercial scale in Canada without 
undue delay. 


You will find that in subsection (3) of clause 65 of the present act. 


By Mr. Stewart: 


Q. Would you give us an interpretation of “undue delay”?—A. Well, 
“undue delay” means after the expiration of three years. If there is an abuse 
of the patent by the public not being supplied with the patented article to an 
adequate extent or on reasonable terms, or also if it is interfering with certain 
trade or industry in Canada, then any time after three years is undue delay. 
They may come in anytime but as a matter of fact if they come in immediately © 
after the three years the patentee would probably be given six months in which 
to show reason why licences should not be granted. 


Mr. Stewart: Thank you. 


By Mr. Hazen: 


@. Do you make copies of patents?—A. Well, at the present time copies of 
patents may cost you anywhere from $2.50 to $4; and we have been issuing 
about four or five thousand copies per year, giving us a revenue of about $12,000, 
somewhere about that. A great many manufacturers in Canada do not come 
to the Patent Office for copies of their patents. They ascertain whether a 
patent has been granted in the United States and if it has been granted in the 
United States they send to that counry and obain a copy of the printed patent. 
They used to sell them at ten cents but they now sell at a quarter. Their 
libraries are built up by obtaining copies from the United States Patent Office. 
We hope to be able to do that in Canada with respect to Canadian patents. 

Q. Do you recommend that this photographic process be adopted now?— 
A. I think it is a very good process. I have seen it. I have seen it in operation 
at a department plant. I have seen the specifications and everything that is 
printed there and they are very readable. It would fill the bill I think very well. 

Q. Have you any conception of what to charge per copy if that process were 
used?—A. The charge would be twenty-five cents per copy. 
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By Mr. Lesage: 


Q. But you would have to have space?—-A. We would have to have space. 
: Q. And you will be able to take a lot of files out of your own office?— 
~ A. My own office is crowded up with files now. 


Hon. Mr. Grsson: We want to move the old office. 
The Witness: That is one of the difficulties we are up against. 


By Mr. Hazen: 


Q. At twenty-five cents per copy what amount of revenue would you expect 
to get from the sale of copies?—A. You must keep this in mind that at the 
present time the inventor himself is paying for the cost of printing with the 
result that anything we get out of the printing is really velvet. Anything we 
get from the sale of patents is clear, so that one can’t say what we may expect 
to get. I know a great many industrial firms in Canada who have asked me a 

number of times about the printing of patents. I have asked them what their 
requirements were and they have told me that their requirements in the United 
1 States are a thousand copies of patents a year. Now, a thousand copies of a 
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patent is quite a lot, but if we could supply say five hundred copies in Canada 
they would buy them here, and then they could get the remainder in the United 
States. 


By Mr. Fleming: 


(. It really comes down to this: At the present time you are operating at a 
substantial profit in the department but the service you are giving to the public 
could be extended to this printing?—A. Quite true. I agree with you there. 

@. And I think it is a matter of general agreement that the services 
rendered by the Patent Office would be far more complete if you were to print 
these patents.—A. It is not complete at all; as a matter of fact it is not. 
functioning in a proper way to help industry. That is what. we are aiming at. 

@. In other words, we are not giving the public the service it requires?— 
A. I warn you not to go too far in this matter of deductions. I might say that 
in the United States during the last ten years they have had deficits in seven 
years. In the year 1943 they had a deficit of $1,047,000; and in the year 1944 
they had a deficit of $1,112,316. As you expand the privileges of the Patent 
Office in the way they should be to serve the public you have to take good care 
that you stay within workable limits. 


By Mr. Timmins: 


Q. I think you said that at the present time the cost of copies of patents 
is $4; is the present price $4 for a copy of the patents?—A. At the present time 
you get certified copies for that price. It is not $4 in every case; it ranges from 
around $2.50 to $4. 

Q. And you get a copy of a similar patent in the United States for— ~~ 
A. For twenty-five cents. 

Q. For twenty-five cents?—A. Yes. 

Mr. Lesacr: The other day I sent over for two copies and the charge was 
fifty cents; how was that? 


The Witness: You got two copies of the Patent Office Record. We are 
talking now about the cost of typewritten copies of patents. 


Hon. Mr. Gipson: We are talking about individual patents. 


The Witness: Yes, individual patents. You see, what you got was copies 
of the Patent Office Record, such as I have here, and they sell for twenty-five 
cents each. I may tell you that the twenty-five cents per copy does not pay for 
the cost of printing. 

Mr. Fiemine: You had better give Mr. Lesage his money back. 


By Mr. Timmins: 

Q. Mr. Commissioner, you charge $4 now?—A. Yes. 

Q. Then at the present time the department must be making rine 
A. No, they are not making money because these copies are all prepared by 
typing and we maintain a staff of from seven to eight girls who do nothing else 
except type these copies. 

Q. Then our system is either antiquated or is too extravagant.—A. I would 
not say it was antiquated nor would I say it was extravagant; it is not progressing 
as rapidly as it should though. It is not antiquated; you can’t get away with 
that. 

Q. I did not mean it that way—A. There are cases both in the United 
States and in Great Britain where they still typewrite copies of patents. 

Q. If we were to go into this business of printing about which you have 
been speaking would we be making any revenue from it in the long run or would 
we be facing a deficit?—A. No. We would make revenue from it. I do not 
think there is any doubt about that. | 
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Mr. Fiemine: And we could give far better service to the public. 
Hon. Mr. Grsson: Oh, yes. 
Mr. Lesage: You have the building? 


The Witness: We would have to have a new building; of course, that is 
assuming that we are going to get the equipment. : 
1 Mr. Timmins: This new paragraph No. 17; is it in any way to take care 
of this anticipated process?—A. Yes, that is to take care of the printing of 
patents. The applicant there is paying for the printing. Really that is what 
it amounts to; although as one of the gentlemen who was here Tuesday said, 
he thought our fees were ridiculously low and he wanted to raise the fees to 
provide adequate salary increases in the Patent Office. 


; By the Chairman: 


Q. Mr. Mitchell, would you care to indicate to the committee the reason 
| Pky it is preferable that the printing should be done within your department?— 
_A. The reasons why the printing should be done in the department are these: 
if you have got to send a file of patents away for a week to the Printing Bureau 
At to have them printed, then after they come back you have to go through each 
_ patent application to find out that everything is there, check it all over, before 
‘you put it back into the file again. Now, sending patents out of Ottawa—or 

even if the work were done here in Ottawa—sending out takes up a lot of time 
and also involves possibility of loss of material from the file, even the loss of the 


BY 


patent; and we cannot run that risk. We cannot take a chance on losing patent 

documents. As you know, there is only one copy in the Patent Office; there is 

no duplicate. Therefore, we must not take a chance on losing any ‘of those 
documents. That is perhaps the most important reason why the printing should 
be done on our premises. 

a Q. Do I understand from that reply that you are suggesting the printing 

_ should be done by the King’s Printer but in your branch?—A. I do not care 

: where they do it; whether they want to send their staff over to do it, or if they 

follow the same ‘procedure as is followed in the department. to which I have 

‘ already referred, where they have their own employees and do the work on their 

- own premises. 

i Q. And I think you want to avoid the very high cost the King’s Printer 

has given you as an estimate?—A. Undoubtedly. 

. Q. And if this lithographic process can be done with equal convenience on 
the premises at a quarter of the cost, it would seem to be preferable—A. I think 
it should be done on the premises to avoid all possibility of loss of documents, 

_ and also to provide the cheapest form of printing adequate for the purpose, and 

so that they can be sold to the public at a reasonable cost. 

= 


% By Mr. Stewart: 


i From your own point of view do you not think it would be better that 
the ei which is responsible for this photolithographic process should be under 
your direction?—A. I think so. I think we should have a director of printing. 

; As a matter of fact, I think the officer who went down to Washington with me 

is the proper person to undertake it. He has been looking after all this sort of 
thing in the Patent Office for the past several years. 

; Q. And that would keep everything entirely under your own jurisdiction ?— 
A. Absolutely, under the direct supervision and direction of the Patent Office. 


ik By the Chairman: 


Q. Mr. Mitchell, owing to the fact that you require considerable additional 
ee for the business of the Patent Office as you are now carrying it on, and 
4 bwing to the need for considerable extra space for the printing and storage of 
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patents, I would like to ask you as to whether there would be any objection to 
the location of your office being on the outskirts of Ottawa rather than in the: 
middle of the city?—-A. No there is not, because the majority of the work done 
in our office is by correspondence; but it would of course be inconvenient to 
local attorneys if we were moved far out of the city. 

Q@. How about the experimental farm?—A. That woul be adequate, 
splendid. . 


Mr. Stewart: Have you got your eye on any location at all? 


The Witngss: Yes, I have, sir; as a matter of fact the Records building. 
If we could get two or three floors there, it would be adequate space for us in 
which to deal with patent applications and also to serve the public. 


The CuartrMan: Is it fireproof? 
The Witnsss: It is a fireproof building. 


The CuatrMAN: What would you think of the setting up immediately of a 
subcommittee of this committee to visit the present office space of the department 
of patents and to bring in a recommendation, a rather detailed recommendation 
on printing and on space? 


Mr. Stewart: It is a ey good idea, Mr. Chairman. I think it should 
be done. 


Mr. Fimemine: Is there any question about it being within the scope of our 
authority ? 


Hon. Mr. Gipson: We would very Cate like to have a recommendation from 
the committee, particularly on the space question. 


The CHARMAN: Well, is it the wish of the committee that we would have 
a subcommittee of say five: I do not think we should have too large a 
subcommittee. | 

Some Hon. Mrempsrs: Agreed. ! 

The Cuarrman: I would ask each of the parties to turn in the name of its © 
nominee for that subcommittee; and to make certain that they will be willing 
to work, because there will be quite a little bit of work to be done; and I think 
- personal visits should be made to the present offices and conferences should be 
held with the commissioner and with the printing establishments and whatnot, 
to bring in a really considered and worthwhile report. I will be very glad to — 
have those names then, if I may, early next week. We will appoint the © 
subcommittee at our next meeting and ask them to go to work right away. 


By Mr. Fleming: 3 
Q. Just before we leave the matter of printing, Mr. Chairman, there is one — 
question I would like to ask Mr. Mitchell: does the offset process not offer — 
definite advantages over ordinary printing when it comes to the matter of the © 
reproduction of drawings?—A. Yes, it does. 
Q. Quite apart from the cost?—A. Quite apart from the cost. Of course, it 
is very much cheaper, but the United States have found it expedient to have f 
their drawings all reproduced by the offset process. They are photographed 
directly. There are no mechanical errors that can creep in at all in the ~ 
reproduction of drawings. 
Mr. Stewart: If we have finished this part I should like to take up another — 
aspect. 


The CHarrRMAN: There is one more report to table. 


By Mr. Fraser: 


Q. I want to ask Mr. Mitchell one question. In the new bill we haye before q 
us the fees are being raised about 20 per cent?—A. Yes. 
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. Not any more than that. If those fees were raised say 30 per cent 
they would still be under the United States fees and they would pay for the 
printing of the patents?—A. They will pay for the printing of the patents 
' as it is. 
Q. Yes, I know that, but it would give you that little bit extra to go on.— 
_ A. You will find we have based printing on so much per patent. Suppose there 

are 8,000 patents issued this year, 10,000 next year and 15,000 the year after; 

the basis on which the printing is made is correct. It will cover all increases 
_ except in the cases of materials and wages. What I mean is $15 per patent will 
cover the whole thing. It does not matter whether you have 10,000. patents or 
| 15,000. With 15,000 you have the extra revenue from the filing and the final 
fees. It has been suggested, and it was seriously considered when preparing 
_ the new tariff of fees, that the filing fee should be the same as the final fee, 
- namely, $25. Afterwards it was thought that if we put it up $5 in each case 
; there could be no complaint but it might stand $10 on the filing fee. The 
present filing fee is $15, so that a filing fee of $25. and a final fee of $25 would 
~ not be out of the way. 


| Q. The filing fee now is $20?—A. It is $20, yes. 
Q. What I am getting at is could that not be raised to $25?—A. It could, 
_, but I would not go beyond that because you are stretching the limit, you know 
Q. Yes, I know it does that, but I feel that would help the situation.— 
A. Undoubtedly it would provided, of course, that people continued to file appli- 
cations in Canada. Of course, the filing fees are a secondary consideration. 
_ What they want in Canada is to get protection and start industries. Therefore, 
_ Ido not think that putting up the fee another $5 end making it $25 for filing 
- would be a deterrent in any way. 

The CHatrrMAN: I expect we will reach section 17 of the bill after we have 
the report of our special sub-committee and I would hope that report would 
contain pretty conclusive material as to costs of printing, and so on. Perhaps 

_we will deal with that point then. 


By. Mr. Timmins: 
Q. May I ask a question before you go on? I have before me a summary 
prepared in respect of your revenues during 1946. It shows a surplus of receipts 
over expenditures of approximately $200,000. It also shows that on the basis 
of the increased fees one may expect a surplus in 1947, or whatever the current 
year might be, of about $330,000. I was going to ask the commissioner if I might 
leave this with him so he may examine it. It may be of some use when we are 
determining the question as to what extent the fees should be increased.—A. Is 
that an extract taken from the commissioner’s report? 
@. From your report. 
4 Mr. Stewart: We have it here. 
| The CHAIRMAN: I hope all the members of the committee have received 
this blue report I asked should be sent to you. 
' Mr. Lesace: It is referred to in No. 1 of the minutes and proceedings of the 
~ committee. 
| Mr. Timmins: I should like to ask a question. I have not the report 
_ before me. 
The CHamRMAN: I am sorry if you did not get one. I will see that you get 
one right away. 
Mr. Gour: From the point of view of safety will this new building not be 
much inferior if it is not built outside of town? What if a bomb should be 
dropped? It might destroy this building if it were in the city. If you are 
going to put up a building there is plenty of space in my riding and it would | 
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be much safer. I make the suggestion that we should be careful as to this | 
matter. We should start to put these buildings outside of the big towns. Wehave 
lots of room in my riding. 


Mr. Lesace: What about Rockland? : 
Mr. Gour: Rockland is a nice town for that purpose. : 
The Cuatrman: Did you want to bring up anything before the third © ‘ 

report is read? 
Mr, Stewart: It is a matter outside of what we have been Ses Many 
The CHarRMAN: All right, Mr. Mitchell. 


The Witness: The third report is as to the professional staffs in eo 
Britain, the United States and Canada, a comparison of the salary ranges of 
the officials. In Canada the Commissioner of Patents has a salary range of 
$6,000 to $7,000. Seven thousand dollars is the maximum under the statute. 


By Mr. Lesage: 4 

Q. Has it always been like that or was it higher at times?—A. It was much © 

higher. In 1927 it was $8,000. There was no minimum. It was $8,000 in 1926 
and. 1927. 


By Mr. Fleming: | | a 
Q. What do you think it should be Mr. Commissioner?—A. Well, per 4 
I am without price. 


q. You are not interested in the money.—A. The assistant commissioner of 
patents has a range of $4,200 to $4, sae 


By Mr. Lesage: "i 
Q. Excuse me, but was it ever higher?—A. Yes, in 1928 it was $5,000. 


Q. There is no amendment provided in bill 16 to correct that situation as in @ 
your own case? _ . 


Hon. Mr. Gipson: It is not set by statute, except re the salary of the « 
commissioner. j 


The Witness: There is one principal examiner at a salary of $4,200 to : 
$4,800. There is an inequality there, I must say, because the principal examiner 
gets as much as the assistant commissioner. “s 


By Mr. Lesage: "” 

Q. How can that be corrected, by the Civil Service Commission?—A. The 
Civil Service Commission would have to rectify the assistant commissioner's 
salary range. : 
Q. It should be done——A. Well, I think it is obvious from this. There are 
twelve patent examiners— a 


Mr. Fuemine: The minister is taking a note of it. 


The Wirness: There are twelve patent examiners at $3,300 to ‘$4 200. There 
is one patent classification examiner at $3,300 to $4, 200. There are twelve 
associates, three of whom are now receiving from $2,400 to $3,300. The other By 
day I think I mentioned $2,520, but there was an increase of $180 given by the © 
Civil Service Commission with the sanction of the treasury board. I think they — 
start now at approximately $2,580. There is a bonus of about $180. 


By Mr. Stewart: 
Q. Is that a cost of living bonus?—A. I think it is something like that. 
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By Hon. Mr, Gibson: 


@. There is one question I should like to ask. Is that the establishment of 
the office or can some of the associate examiners be promoted to patent examiners 
when they are qualified?—-A. They will be. | 

@. You are not limited to twelve patent examiners?—A. No, we ought to 
have a very much larger number than that. There ought to be a principal 
examiner for each subdivision in the office. First of all there should be.a 
principal examiner for each of the sections of the office. At the present moment 
there is an electrical section, a mechanical section, a chemical section, and a 
classification section. We have only one principal examiner. There should be a 
principal examiner for each section. Then each section should be built up with 
examiners and associates. There should be an adequate number of associates 
for each examiner. | | 


By the Chairman: 


Q. If my memory is correct you told the committee at the last meeting that 
an associate examiner would have to wait perhaps ten years to be appointed an 
examiner?—A. Yes, 

Q. Why should that be? Why should a graduate engineer have to wait 
ten years before earning an appropriate salary?—A. I was not thinking of the 
present establishment, because in the present establishment as soon as associate 
- examiners acquired adequate knowledge they would be moved up. I am thinking 
of an establishment having fifty examiners. In such an establishment in about 
ten years time associates would be eligible to take on an examinership. 

Q. What encouragement is there for a young university graduate if on 
entering the service he knows he is going to have to wait ten years before he gets 
anything like the type of salary industry would pay him in two or three years?— 
A. Well, he gets his annual increment which he does not get outside, and also 
certain privileges they have in the service which they do not have outside. 


By Mr. Lesage: 


Q. I understand that is not the present situation of associate examiners?— 
_A. The associate examiner at the present moment is probably not in a very 
enviable position. 

Q. How long does he have to wait?—-A. At the present moment I would 
say we have four or five examiners going out which means that four or five 
associates will go up immediately. Then there is the question of the development 
of new arts. For instance, in late years the plastic art has developed 
tremendously. There should be another examiner there. However, you are 
going to make your office top heavy if they are all examiners and there are no 
associates. You have got to balance it. It is the idea of balance you must keep 
in mind. 

Mr. Irvine: Perhaps if we could get them all in the Moral Re-armament 
Movement they might not want any more salary. 


By Mr. Jaemcke: 


Q. I understand it is excellent training for a young engineer?—A. It is. 

Q. Do we lose many after they have been there for a few years?—A. Of my 
own knowledge if we go back to 1920 or 1921 we lost Mr. Neville and Mr. Savage 
who went to the United States to large companies there. After a few years 
Mr. Neville was receiving a very nice salary, and Mr. Savage is one of the 
partners of a large firm. In 1924 another examiner went to San Francisco or 
Los Angeles. As a matter of fact he is now the senior partner of the firm he 
joined then. I do not know whether or not that means anything, but he is the 
senior partner of that firm. 
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By Mr. Stewart: 


Q. What would be your turnover rate? How many men do you lose outside 
of retirement?—-A. Going back to 1926 or thereabouts we had one of our 
examiners—in fact, he was assistant to me, and a very well qualified fellow, 
too—who left and joined the General Electric Company. He got a very much 
larger salary than he was getting with us, practically double what he was 
getting with us. Then, as I said, we had two who left last year. : 


By Mr. Lesage: 


Q. Was the Senne! ever reduced by the action of the government?— 
A. Oh yes. In 1924 the staff of the patent office was reduced by 22 from 115. 
There were 22 employees dismissed in 1924. 

Q. Who was the minister then?—-A. I do not recall the gentleman’ Ss name. 
We were with Trade and Commerce then. 


By Mr. Fleming: 

Q. What was the reason for the reduction at that time?—A. I am afraid 
I am not a mind reader. I do not know. 

Q. Has that had any effect on this backlog of work?—A. Absolutely. That 
had one of the worst effects. It started to really materialize then. 

Q. There are a couple more questions I have arising out of this matter at 
the increase in the backlog. I notice from the table on page 13 of your report 
that from the time of the establishment of the patent office in 1872 there is | 
almost. a steady, unbroken increase in the number of patents issued?—A. Yes. 


Q. Up to 1921. There was a drop in 1922 and then a very large increase |_ 


in 1923. As a matter of fact, more patents were issued in 1923 than in any 
other year in Canadian history?—A. Yes. 

@. Then there is a sudden drop in 1924. I presume that is owing to the 
fact you just mentioned, that drastic cut in your staff?—A. That is owing to — 
that fact. I want to explain the 1923 increase to you. With the increase of 
patent applications in the Patent Office the backlog had become so drastic 
that a regulation was brought out curtailing the search in the Patent Office to 
- Canadian patents only. They were not allowed to search the United States or 
Great Britain or use any textbook or anything else. The result was that a great 
many patents were issued at that time of very doubtful validity. I will read 
the rule to you so you will know what it was. This is the 1923 rule. 

In the examination of an application the investigation as to novelty 
and patentability shall be confined to the search of patents previously — 
issued by the Patent Office, and such investigation shall not extend 


further and no reference other than such patents shall be cited as a ae 


reason for amendment or rejection. 


Q. Perhaps it is fortunate those patents have all expired now.—A. I want | a 


to point out, if I may, that rule was only deleted in 1935. 

@. When the new Act came in?—-A. Yes. I took that up personally because _ 
it was not fair to the people who were applying for patents, and some of the men 
in the office felt it was a reflection on engineers to pass some of the patents they 
were passing. 

Q. So there may be a sae asi to the validity of a good many Gk those 
patents issued up to 1935?—A. Well, I cannot 

Q. There is that possibility 2A. There is that possibility. 


Q. Then from that point on the rate is fairly uniform until we get down 4 
to 1933. Then there is a very steady reduction from that time on. It has been 
running along fairly uniform in recent years at a much lower rate than previously. a 
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: a 
- I am wondering if the reduction in the number of patents issued annually is 

- attributable to stricter standards of examination or to the fact that a backlog 

has been piling up with which you have not been able to cope for reasons of 
lack of staff or inadequate space?—A. The real backlog started principally with 
the much more thorough search that is made nowadays and the combing of 
' applications very carefully in the Patent Office. They take longer to go through, 
and necessarily there is a backlog. I should like to point out to you that 
10 per cent to 14 per cent of all applications filed annually are finally rejected, 
~ and they do not appear here at all. They do not appear in this. There are final 
rejections. Those people withdraw their applications or allow them to go 
_ altogether so that they cease to be applications. 

4 Q. As to the matter of the backlog, has the backlog been increasing in 
recent years?—A. Yes, I suppose it has. It has been increasing but not at the 
rate that you might think from this report. ; 

QQ. I was not drawing any conclusion as to the rate of the increase from the 
report itself because the figures are not adequate to permit drawing a conclusion 
on that point, but I wanted to get your answer on that. The backlog has been 
increasing in recent years?—A. It has been increasing. I want to point out 
something to you. In 1921, you will notice we had a very large number of 
patent applications. This was due to the fact that we had a new Patent Act 
at that time. We gave much better conditions for filing and people made haste, 
even though we tried to curtail it, to file their applications so as to come under 
the old Act. 
“d Then we go on to 1935. You will notice that in 1936 there is an increase 
again and that was due to the new Patent Act, because people wanted to file 
under the old Act which was much more liberal than the new Patent Act. People 
_ wanted to get their applications on file.’ 
- As I explained the other day, the number of applications in Canada 
increased during the war while in the United States they fell off considerably. 
Instead of having approximately 75,000 cases in the United States in the year 
~ 1944, they had only 54,165. If you look at our records for the year 1944, you 
will find our figures were above our average, about 11,000. We had many more 
applications filed in Canada, on a percentage basis, than were filed in the 
_ United States. I am speaking of the increase. 
____In the United States for the fiscal year ending,in 1945, there were 66,037 
| applications while normally the United States would have between 75,000 to 
ki 78,000 applications. During the war the applications in the United States fell 
ne but in Canada, for some unknown reason, the number of applications 
has risen. | 
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me. By the Chairman: 

a Q. Your report shows that during the last four years—that is 1943 to 
> ie 1946 inclusive—your office has received something over 48,000 applications and 
has granted only approximately 29,000 patents?—A. Yes. 

p Q. Would you care to tell the committee what your backlog is now?— 
' A. I could not tell you that because we would have to obtain the figures for 
_ the abandoned cases. 


By Mr. Lesage: 
/— Q. What do you mean by “abandoned cases’?—A. Abandoned cases 
are those which have been prosecuted before the office and usually for reasons 
' which have cropped up in the office; the inventor finds he cannot obtain a 
valid patent, so.he abandons his application. I think that is the main reason. 
A forfeited application is one in which the inventor has not paid his final 
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fee. The other day—as a matter of fact last Monday—I sent down to the : 


storage 1,300 cases, 1,000 of which had become abandoned and 300 forfeited 
during the last year. 

Q. What would the number be, approximately, since the beginning?—A. I 
could not tell you that. Since the commencement the number of abandoned 
eases would probably run between 70,000 and 80,000—that is, since the com- 
mencement of the Patent Office. 


By Mr. Fleming: 

Q. What is the average length of time between the date of filing the appli- 
cation in your office and the date when the examination of it commences?— 
A. I should think at the present moment it would be about eighteen months or 
perhaps twenty-one months; it would be about that. I may tell you that is 
not something that is happening in our office alone. The United States office 
is faced with the same situation. 

Q. I hope not in quite as acute a form as that?—-A. As a matter of ee 
it is almost as acute. There was a gentleman up here with me this morning. 


He had an application before the United States Patent Office for about fifteen — 


months before he got action. Then, when he requested a second action the 
office informed him he would get it within a year. 

Q. Without trying to put the blame on anyone, but simply attempting to 
draw attention to the situation, that is not adequate service for the public?— 
A. No. During the years 1939 to 1946, the Patent Office has lost one examiner 
by death. I am going back to 1939 and 1940. Actually, the staff was reduced 
to nineteen patent examiners from twenty-eight during the years 19389 to 1946. 


It is only now that we are starting to get the staff built up again, and, even — 


at this date we have not got the men we want. 


By Mr. Lesage: 


Q. Mr. Mitchell, in the February 18th issue of the Canadian Patent Office q 


Record, I noticed that the patents which were issued for that week indicated 


that the date of application was sometime in 1948. Do you know if they have ~ 


a similar record in the United States?—-A. Yes, they have. 


Q. Have you examined the record to ascertain the relationship between — 


the date of application and the date of issue for patents in the United States?— 


A. Well, I have, but I did not examine it for that purpose: I examined it — 


because it had been mentioned that a period of twelve years had elapsed from — 


the date of application to the issuance of the patent in Canada. I only picked : 
out those cases in which the applications had been in the United States office — 


for the past ten years. 


By Mr. Fleming: 


Q. I was not coneerned with those individual cases, I was concerned with 4 
the average service which this public office is giving to the public. I am not — 


trying to put the blame anywhere. I think the commissioner has indicated to — 
us the difficulties under which he has been labouring with regard to staff and — 


building space. However, I wish to draw attention to the fact the public is not — 


receiving good service?—-A. The public is not getting good service, but 


undoubtedly it is getting efficient service. The public receives quality service — 


but not quantity service. 
Q. It is efficient so far as your personnel can make it, but you have not 


the personnel. The net result is that the public is recelving poor service?—. 


A. That is true. 


By Mr. Stewart: 
@. Has the commissioner found any cases where those who apply for 


patents have tried to lengthen the time between the date of application and | 


the date the patent was granted?—A. There are many cases of that. 
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— . Q. What is the reason for it?—A. There are many reasons. We have 
attorneys who come to us and say, “you are issuing our patent too promptly; 
I have not made application in all the foreign countries. If you issue it now 
you are going to cause us a tremendous financial loss.” Then, we are asked to 
withdraw it. 

. Q. Would this be a reason? Would it be an indirect attempt to lengthen 
_ the. seventeen-year period?—A. No, I think it is a direct attempt to obtain all 
the protection obtainable in all the countries in which the inventor desires to 
file patent applications. You see, when a man has an invention, until he has 
' obtained a patent he has a very debatable article for sale. He has not a 
~ commodity to sell at all. When he obtains a patent he has something to sell. 
’ The inventor might want to get as strong a patent as possible in that way. 
- He desires the United States and other countries to examine the corresponding 
- applications in that country to see what art is against that invention. 

i When the inventor obtains his patent, it has passed through three offices. 
- He approaches someone to obtain adequate capital to manufacture the article. 
_ ff it is found a patent was issued in Canada with twenty-eight claims and the 
* corresponding patent was issued in the United States five years later with three 
- claims, they come to the Patent Office and say, “why did you issue this patent 
4 with invalid claims”? - The office is in a dilemma. The office has to either play 
_ along with these people and give them as strong a patent as they are entitled 
_ to or else their outside financial dealings will probably be jeopardized. 


By Mr. Isnor: 
Q. Mr. Mitchell, dealing with those 1,300 files which you have sent to 
storage, in view of the scarcity of storage space and the cost of maintaining 
- that space, what is the object in sending those files to storage instead of 
1 returning them to the persons who submitted them?—A. You cannot return 
. them to the persons who submitted them. You must keep the original application 
4 in the office as part of the permanent files in the office. We cannot keep them 
in the Langevin Block because we have no room. So, we store them in the Justice 
building. 
a Q. But they are abandoned?—-A. They are abandoned and they are dead. 
You cannot gain access to those applications; they are secret. 
is Q. Why keep them?—A. It might happen ten or fifteen years after these 
have been filed away that someone comes along with an invention. This person 
goes to the Exchequer Court. It may be that the inventor or the person who is 
- ‘supposed to be infringing the patent may say, “this thing has been in use for 
the last fifteen years; as a matter of fact, John Jones filed an application with 
regard to it with the Canadian Patent Office in such and such a year.” The 
court then comes to us and requests us to produce the record. 


i 
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a By Mr. Timmins: 

4 Q. How long would you keep those abandoned applications?—-A. We had a 
paper shortage and we obtained a special dispensation to destroy those 
- abandoned applications in 1928. 


By Mr. Isnor: 
‘Q. After how long a period?—A. About 1872, up to about that date; 
approximately 40,000 or 50,000 were destroyed. 
Mr. Isnor: It appears to me to be a waste of money. 


By Mr. Hazen: 


Q. I should like to refer to a question which was asked by Mr. Fleming a 
minute or two ago. I should like to ask Mr. Mitchell what the average length 
‘of time is between the time the examiner starts to work and the patent is either 
granted or refused?—A. You cannot obtain an average there because if the 
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attorneys will answer the examiner’s first letter fully the patent might be ready 
to go to issue. However, there might be some reason why the attorney would © 
not want the patent to issue. 

Q. What do you mean by, “go to issue” ?—A. To be allowed by the Patent 
Office; then, the patent is issued. Until the patent is issued it is a mere 
application. When the patent is issued it becomes a grant from the government, — 


you understand. The inventor has a Right as soon as the patent is issued, but 
while the application is pending in the office he has no Rights. 


By Mr. Timmins: 


Q. It might, at the last minute, be thrown out?—A. It might be thrown ouem 
at the last minute, you cannot tell. & 


By the Chairman: 


Q. Mr. Mitchell, I do not want you to consider this question a criticism of — 
you or your department, but I do think we should have more concrete evidence — 
as to the backlog. It is apparent from the evidence I have heard to date that q 
you have been working under very adverse conditions; you have not sufficient © 
staff and you have not enough office space. So far as I am concerned I hope 
this committee will bring in a report which will strengthen your hands and — 
ensure you receiving adequate office space as well as a substantial increase in 
your staff. In order to justify such a hcon i dedee I think the committee 3 
should have more detail concerning the problem. I should like to know a little © 
about the backlog and how much it has increased in the last few years. I know ~ 
that you are, perhaps, reticient in giving that information but I think the 7 
committee should have it. Armed with that information, this committee conga 
make a rather strong report?—A. As a matter of fact, I should like to give you 
information concerning the backlog, but it means going through all these cases. 


By Mr. Fleming: 


Q. How much work does it mean? Is it possible to submit it later in thes 
form of a written report?—A. It would be an approximation. It would not be — 
the actual figure. 

Q. Perhaps if it was a written approximation it would serve our purpose? — 
A. I can give you an approximation. .. 


By the Chairman: Se r 


Q. Here is the situation; you had a substantial backlog prior to 1943. 
Since 1943 you have had 48 000 applications of which only 29,000 patents haves : 
been granted. You have told us that ten per cent fell by the wayside, that is, they : 
- were withdrawn or something of that sort. This indicates to me, in a nebulous _ 
sort of way, that your backlog is of serious proportions. I think it justifies a. 
very sound report on the part of this committee to see that you get proper staff 
and proper office accommodation. 


By Mr. Lesage: 


Q. What is the situation so far as staff is Acer in the United States ?— 4 | 
A. They have a very large staff. _ 

@. Do they?—A. They have seven hundred patent examiners at the present 
time and they are asking for an additional three hundred which will bring their — 
staff of examiners up to one thousand. : 

Q. Do they have the same backlog, too?—A. They have a. very large . 
backlog; as a matter of fact it is something like ninety thousand. 
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ee a I see by the United States Patent Office Gazette, I think it is of 
S aes 1946, pages 272 and 273, that on seven patents ‘issued applications 
were filed as follows: three in 1943; ‘two in 1942; one in 1939 and one in 1933, 
a ten years before. 


The CuHarrmMan: You had a question, Mr. Fleming? 


Mr. Fueminc: I was going to ask the commissioner if he had finished 
reading that report with respect to staff. 


Mr. Stewart: Do you think it is necessary for the witness to read that? 
Do you not think it might well go in as read? 


Mr. Fremina: I agree to that, Mr. Chairman; and I would suggest that 
it be printed in the record and not taken in as an appendix. 


The Wirness: Then, Mr. Chairman, I will continue: 


PROFESSIONAL STAFFS 
Canada 


i Gommissioner: of Patents: yy $6,000 to $7,000 
1 Assistant Commissioner of Patents........ $4,200 to $4,800 
PVPrincwpalyPatent Examiner... 40 oe a i $4,200 to $4,800 
PPEPALOM Gt AUX AMUIDETS Wor MG a ha Ne aes $3,300 to $4,200 
1 Patent Classification Examiner........... $3,300 to $4,200 
12 Associate’ Examiners (3. New).:......... $2,400 to $3,300 
28 Total 


Entrance to the examining corps is by examination given by the Civil 
Service Commission. The qualifications required are graduation in applied 
science from a recognized college or university and preferably two years 
‘Industrial or similar experience. The present entrance salary of an Associate 
Examiner is $2,400, with annual increases of $120. Examiners, Principal 
Examiners and the. Assistant Commissioner rise by $180 annually. 


Great Britain 


PRCOIMDOPOLION tls eRET Ate cies aig eee, 8s £1,650 
3 Assistant Comptrollers General........... £1,360 
7 Superintending Examiners....>......0.... £1,000 to £1,150 
SA OTLOT a eA TITICE BS 10 o te et tani dS, gues la den Sins 850 to 1,000 
94 Higher Grade Examimers........5....0.. 650 to 850 
OTN ETS reat pete mo ane atte Uninet BR 450 to 650 
1804 : 
PGRN MAINT \ (woe Hee le sae care Bek 250 to 450 


This is a total of 315 on December 4, 1937. There were increases in salaries 
since that time but the present salaries and staff is not known. Entrance to 
- Assistant Examinerships is by competitive examination set by the Civil Service 
Commission. There are age limits but apparently graduation in engineering is 
not required. The subjects of examination include English, Mathematics, Physics, 
Pure Chemistry, Translation from French, Spanish, Italian or German, Mechani- 
eal and Electrical Engineering, Inorganic and Organic Chemistry. The salaries 
of Assistant Examiner rise by annual increments-of £18. After five years of 
service Assistant Examiners who have shown that they possess the necessary 
capability are automatically advanced to the grade of Examiner. The Examiners 
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scale is subject to an “efficiency bar” at a lower range than the maximum of ~~ 


their grade. This information is taken from a notice of examination for assistant =~ 
examiner dated February 1, 1936. 


Umted States 


Executive Division 


fT ACOMMMISSIONCY “OL oP abente a fas $8,750: to $9,800 g 
3 Assistant Commissioners of Patents....., 7,175 to — 8,225 i 
Poti 7,175 to 8,225 4 
Pais Clerk a oar ee ore 6,230 to 7,070. ; 
PoLADEATIATS hore Oey. Ga ek 5,180 to 6,020 ) 
de Assistant Librarians: 20. ieee) eke 2,980 to 3,640 ; 
Leis dora tsmian eo hoe ne ee hte ae 3,640 to 4,300 . 
te Assistant: Chiel Drattaman. ocoe ct 2,320 to 2,980 
10 Total , ; 
5} 
Examining Division | : 
7 Examiners-in-Chief (Appeal Board)...... $7,175 to $8,225. q 
A aw Jixaminers) ose a ie ee 6,230 to 7,070 . 
3 Supervising -Auxaminers 4 2.4 Aes 6280.0 F DIG : 
bor Primary “Examiners i. eos oe ey oe ~ 6,230: to 7,070 “7 
68 Assistant Primary Examiners............ 5,180 to 6,020 ‘ 
208° Patent BXaminers 2.08 es oho oes .. 4,300 to 5,180 
G9 Associate: Examiners, So 20 inane 3,640 to 4,800 a 
io Assistant Hxaminers, so o30. faa 2,980 to 3,640 ; 
2O* Juivior  Eixaniyimere a to a 2320 to 2.980 a? 
521 q 
Classification : | j 
1 baminer: of Classification "22.2. ss $6,230 to $7,070 ’ 
2 Asst. Primary Examiners of Classification. 5,180 to 6,020: “a 
i Patent Classification “Assistant. 52. 4.300 to 5,180 
1 Associate Classification Assistant......... 3,640 to 4,300 F 
15 3 
Interference 
Srey Reimer ee ee $6,230 to $7,070 4 
1 Assistant Primary Examiner..... Re eae 5,180 to 6,020 . 
3 Patent Examiners of Interference......... 4,300 to 5,180 3 
9 


This is a total of 555 on the professional staff as of December 1, 1945. The 
staff has been very considerably increased since then and 1s being added to every 
month. A flat increase in salaries of 14 per cent has been granted since that 
date. 


PD ae ea ee 


Entrance to the examining corps is, in ordinary times, by examination 
given by the Civil Service Commission and a prerequisite to entrance to the 
examination is graduation in engineering from a recognized college, university _ 
or engineering school. The present entrance salary is $2,320 per year as a “4 
Junior Patent Examiner. After three months satisfactory service a Junior 
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Examiner is eligible for promotion to Assistant Examiner at $2,980; after 
three and a half years in the office to Assistant Examiner at $3,640 and after 
six years to Patent Examiner at $4,300. Positions in the higher orades are filled 
by promotion when vacancies occur or new divisions are created. 

Mr. JAENICKE: How many patents can an examiner examine in a day on 
’ the average?—A. That of course is a very difficult question to answer. I had 
- one case when I was an examiner which took me six weeks to read. 

a @. But some you could examine in a day?—A. Some are quite simple, so 
simple that you could examine two in a day, but some of them take three or 
: four days. 

- @. I see that last year we had 14,778 applications?—A. Yes. 

@. You have nineteen examiners?—A. Nineteen. 

4 Q. In order to deal with all those applications they would have to examine 
about three a day, according to my figures——A. Yes, they would have to; yes. 

2 Q. And they cannot do that?—A. It is not humanly possible. In the United 
' States the examiner handles about 2-85 cases per week. : 

Mr. Lesace: I understand that depends on the type of case? 

; The Wirness: Yes, it does. As I said, in the United States they give about 
-' 2-85 cases per week to an examiner, and in Great Britain I think it is about 
_ 2-50 cases per week per examiner. Our examiners— 

; Mr. Fuemine: They work a shorter day. 

2 The Wrrness: The United States work a longer day but they have a day off. 
Our examiners would have to handle about fifteen cases a week, and it is not 
- humanly possible to handle that volume. 

4 Mr. JaAmnicke: That is the way I figured it out, that 1s about what they 
~ would have to do in order to deal with your present backlog of over 14,000 cases. 
- The Cuarrman: Are there any further questions on this phase of the matter? 


By Mr. Stewart: 


. Q. Mr. Chairman, I have a matter here which I would like to bring to the 
attention of the commissioner and ask him if he could give us any information 
about it. This is the case of a young Canadian who was four years in the armed 
services, three years of which were overseas, and who served in the radar branch 
of the R.C.A.F. When he came back he decided he would like to open up a little 
_ business for the distributing and assembling in this country of radios, parts of 

which were manufactured outside of Canada. He was advised by his patent 

~ attorney to write to Canadian Radio Patents Limited, a company which I 
4 believe holds all the patents and formulae. He wrote as follows: 


Canadian Radio Patents Ltd., 
150 Bay Street, 
Toronto, Ontario. 


GENTLEMEN: We are very interested in bringing across from the 
United States radios for distribution throughout Canada and also in the 
assembling of radios from firms in the United States and England. 

Can you please inform us what the set-up is and the procedure 
necessary in following out the above,—as we have been referred to you, 
as you are in complete control of licensing in Canada. 


Thanking you, I remain, 
Yours truly, 


Bernard ROSENBERG 
M. A. Gray & Co. 
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He got this letter back from Canadian Radio Patents rimited: a it is 
this letter particularly about which I want to ask my questions: = 
CANADIAN RADIO PATENTS LIMITED, | ‘ 4 

159 Bay Street, % 
Toronto, Ontario. 


November the 29th, 1945. 


Mr. Bernard ROSENBERG, 
M. A. Gray & Co. Ltd., 

616 Main Street, a 
WINNIPEG, Manitoba. | + 


Dear Sir: This will acknowledge receipt of your letter of November 
26th in which you request information on the patent situation in Canada. q 
covering the importation and sale of American and British-made radio 
recéiving sets. ae 

Canadian Radio Patents Limited owns or controls in excess of | 
600 patents applicable to the domestic radio receiving set field, which 
include the major Canadian General Electric Company Limited, Canadian | " 
Westinghouse Company Limited, Northern Electric Company Limited, 
Canadian Marconi Company and Rogers Majestic Limited. In ihe” 
opinion of our patent attorneys and engineers, a number of these oatente a 3 
are basic in the art and it is virtually impossible to make and sell modern ~ 
domestic radio receiving sets without infringing upon one or more of the 
patent rights owned or controlled by this Company. rs 

The Canadian Patent Act requires reasonable manufacture of the 4 
patent article in Canada and, in compliance therewith, this Company has” 
required each of its licensees to establish manufacturing facilities in 
Canada. In addition to the requirements of the Patent Act, we feel that — 
the manufacture of radio sets in Canada rather than importation from the ~ 
United States or England is another step towards maintenance of maxi- ~ 
mum employment in Canada. Consequently, as a matter of general policy, — 
we have not licensed the importation and sale of American or British- ‘ 
made radio receiving sets in Canada. : 


Yours very truly, 


And now, could the commissioner tell this committee, has this man any ~ + 
redress whatever?—A. No. He can become a licensee of Canadian Radio Patentall 
Limited if he has the necessary money to put into the-equipment to manufacture — 
in Canada. But you see they cannot give him a licence to import because that — 
would be contrary to section 65 of the Patent Act; that would be an abuse of + 
patent if they gave him a licence to import. Radio Patents Limited have cichteaal 
companies in Canada, large companies, all manufacturing radios. I had oc- ~ 
casion: within the last year to take this matter up with them and I wrote and 
asked them what the average royalty paid on radios was and I found that the ~ 
average royalty paid on all makes of radio, ranging from those Pree? at $30 j 
a set to those costing $250 and upward, is $1 per set. ; 

Q. And does that not suggest that this Canadian Radio Patents lames is” : 
a sort of holding corporation for patents in Canada and that they are not 
particularly interested in getting revenue from the patents but rather are © 
interested in restricting trade and manufacture of these radios in Canada?—A. I © 
do not think they are interested in restricting.trade at-all. I think they are ~ 
helping trade because they are allowing no company to come in unless that — 
company is manufacturing and distributing in Canada. They do allow a 
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encourage the use of the patents by the manufacturer. All anyone has to do 
- who wants to get into the business of manufacture using these patents is to have 
the sum of $1,000 which they can put up to cover any royalties which might 
- become in arrears. Aside from that they will have no difficulty in getting a 
licence for the manufacture within Canada. 

Q. Does that mean that anybody can get a licence?—A. Anyone, if he has 
sufficient money to go ahead and manufacture. There is no restriction. 

F @. Is there not an agreement between this company, Canadian Radio 

Patents, and other foreign companies whereby there is no importation of radio 

sets into Canada?—A. The importation of radio sets into Canada is a violation 
of the patent grant. It is an infringement of patent. 

Q. Is that not also an infringement of tariffs to some extent?—A. Well, 
that is a different thing altogether. They probably pay duty on the parts they 
bring in, but the Patent Act and the tariff are two different subjects. 

Q. But they are sometimes inter-related?—A. Well, I do not want to get 
into tariffs, because I do not know anything about them. 

Q. Does the commissioner know if as the result of this licensing there is an 
Beeement whereby prices are set in Canada?—A. Prices cannot be set, because 
you can go into any retail store and price a radio there and go down to some other 
retail store—take any of the popular makes you like such as Rogers Majestic, 
__ Philco, General Electric; you can get machines of that kind in any store. Pick 
out any model that you want and go around the different stores and you will 
find that the difference in price, ranges anywhere from $10 to $15. And your 
trade-in allowances are about the same. In other words, there is real com- 
petition in radio business. 


By Mr. Jaencke: 


Q. I would like to follow this up by some more questions. What do you 
consider is implied by the term “manufacture’’; let us use radios as our example— 
A. There are certain parts of radios, of course, which are not subject to patent 
at all; and if you want to import inte Ganads some types of chassis, or some 
» types of base, you can do so without any violation of a patent. You could also 

import probably many pieces of apparatus which are not patented or on which 
the patents have run out. You could bring in all sorts of coils and you can buy 
them abroad. But the actual patented parts should be made in Canada. In 
the assembly there are many parts which are not patented at all, and there are 
- many parts which can be brought in from abroad, and you can bring all items 
in without any infringement of patent. 

Q. Supposing I were to make application to you under section 65 of the 
Act with respect to radios, let us say the manufacture of tubes?—A. Yes. 

Sa @. Tubes are imported, are they not?—-A. Yes, some tubes; a good many 
tubes are made in Canada. 
Zz Q. Made right in Canada?—A. Oh yes, they are made in Canada. You are 
talking about the tubes. I want to point out something. I happen to know 
about it, and it is this; that these large companies in Canada are servicing my 
_ radio, and a great many others, of 1928 or 1980 vintage, and they are making 
~ these tubes of the old type, tubes that we used to pay $4 and $5 for previously 
and you can buy them to-day for $1.85 or $1.75. And I happen to know that 
_ that was a voluntary reduction made by the manufacturing companies. They are 
performing a real service in providing tubes for these old sets and they are 
taking a loss in doing it. 

Q. Just one more question, Mr. Mitchell. Suppose there is an application 

before you under section 65 for a licence on the ground that the invention is not 
- being worked?—A. Yes. 

~ QQ. What do you consider then to be the working of an invention, the 
- manufacture of a product? How far would you go in distinguishing between 


= 
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assembly and manufacture? To what extent would you consider the importation 
of parts as being embraced within the term ‘“manufacture”’?—A. It depends 
entirely on what the percentage of assembly was at any given time in Canada; 
that is to say the parts entering into the assembly. If you import a large 
number of parts, and if they are all manufactured to size and you have only 
to shove them in; that is not assembly in the proper sense of the word; it is 
fitting parts manufactured abroad to actual size and not merely to put them 
together. Assembly means a little more than that. It means assembling. You 
buy your base and your parts and your wiring. You take the several patented 
parts you have purchased in Canada and then you start from rock bottom and 
assemble. If you simply bring in a base which is bored and drilled for every ~ 
part you have got to mount such as a post, and you have all your pieces of 
wiring cut to the proper lengths, and bent in the proper way, and you simply 
put them together, that is not manufacturing. 

@. Let us take the case of a radio where we merely manufacture the box 
or cabinet in Canada and all the other parts are imported. Would you consider 
that to be manufacturing?—A. No. As a matter of fact, in Canada the consoles 
or boxes are made by furniture manufacturers. They are purchased by the 
Canadian radio people directly from the manufacturer. Each one has his own 
design. They purchase those and then they build the radio. They standardize 
it so they can put it on line production and put it in at a very reasonable cost. 
They build it much more cheaply than can be done by individual effort where 
you have to cut your parts, make them, bend them and put them together. 
They can do it much more cheaply with the result that the Canadian public are 


benefiting from that and are getting radios at a reasonable rate. They are — 4 


getting a radio on which they are paying the minimum royalty. 


By Mr. Stewart: 


Q. To revert to radio tubes for a few minutes, I believe that the patents © 
relating to tubes have concentrated in Thermionics Limited?—A. Yes. 


Q. I also assume that the commissioner has read the McGregor report on ¥ 


Canada and International Cartels. It states at page 48: 


The licensees of Thermionics Limited are permitted to sell radio 
tubes only in accordance with schedules of prices, terms and conditions 
of sale established by Thermionics Limited. ! 


A. What is the date of that report? 

Q. 1945—A. I am talking mainly from 1946 information which I have 
myself, because after that came out I wrote to these companies asking what the 
conditions of operation are now, and IJ have those conditions. 

Q. And as a result— —A. As a result of that I think they probably have 
been modified, but I think a great deal of the stepping down was a voluntary 
stepping down by the companies themselves. 

Q@. You would say now that there is no agreement at all about schedules 
of prices in Canada?—A. I would not say that because there is bound to be some 
sort of control, but I do not think the control is such that you would say it is 
obnoxious. 


Q. That might depend upon the definition of “obnoxious”, of course—_ * 


A. That is quite true, but from my point of view I cannot see that it really is. 


By the Chairman: 

Q. Would you say the present condition of control is that the control is 

not against the public interest?—-A. I do not think it is against the public interest. 
The CyHarrmMan: Gentlemen, it is a quarter to one. I understand that next 
week the House is going to resume the debate on the address. It has occurred 


to me that in that event perhaps the members of the committee would be willing a 


to hold a considerable number of committee meetings next week. Am I right a 
in that conclusion? . 
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Mr. Stewart: Hear, hear. 
Mr. Fremrine: It depends on what you mean by a considerable number. 


The Cuatrman;: Perhaps the odd afternoon meeting as well as mornings. 
We will meet on Tuesday. Before the meeting adjourns there is one matter I 
wish the committee would attend to. At the meeting called by the chief 
government whip only the chairmen of committees were appointed. I hope that 
I will be able to attend and to preside over most of the meetings of this committee, 
but I should like the committee to appoint a vice-chairman, if they would, to 
take the chair any time I require to be absent. 


Mr. Fremine: I would nominate Mr. Rinfret. He is a member of the 
steering committee. 


Mr. Micuaup: I second the motion. 
The CHARMAN: All those in favour? (Carried). 
Mr. Srewart: There is one other. point. We have got the report of our 


last meeting very quickly. I congratulate whoever was responsible for it and 


I hope that we can obtain the following ones just as speedily. 
The CHAIRMAN: We will do the best we can. 
Mr. Fueminca: What bill of fare are you proposing for the next meeting? 


The CuairMAN: I thought we would go into the bill a clause at a time. 
I will consult with the chief clerk to find out as to whether the reference to the 
committee must be widened in order that we may bring in the report, which I 
know the committee desires to bring in, with regard to office space, staff and 
the like. | 


The committee will stand adjourned until 11 o’clock Tuesday morning. 
Mr. Fteminc: Just one moment. There is the matter of the representative 
from the Department of National Defence. 


The CHAIRMAN: I have taken that up with Dr. Solandt. He is discussing 
it with the minister. When section 9 of the bill, which is the secrecy section, is 


. before the committee an official from the Department of National Defence will 


attend and give evidence. 
Mr. Fuemine: Will it be Dr. Solandt? 


The CyHarrMan: Either Dr. Solandt or if he feels there is some one in 
his department better fitted to give evidence before the committee it will be 
someone else. 


Mr. Fitemine: I should think we will reach that point on Tuesday. 
The Cuairman: He is to be here Tuesday. 
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APPENDIX A 


SESSIONAL PAPER No. 101A 
Tuurspay, July 18, 1946. 


DEPARTMENT OF THE SECRETARY OF STATE 
| CANADA 


By the Honourable Paul Martin. 
Question: by Mr. Graydon:— 


1, During the past year has the Secretary of State received a memorial from 
the council of the Patent Institute of Canada. 


2. If so, upon what date was the said memorial Pare 


3. What steps have been taken by the Government to institute any or all 
i of ‘hie reforms outlined 1 in the said memorial. 


Answer: To stand as an Order for a Return, tabled herewith. 


PAUL MARTIN 


b Secretary of State of Canada. 
July 17, 1946. 

Answers to Questions of Mr. Graydon: 

1, Yes, a memorial was received. 

i 2. The date on which the memorial was received: June 14, 1946. 
3. Office Accommodation. 


The Secretary of State Department has made repeated efforts to obtain 
accommodation for the Patent Office and in 1939 had been promised (by the 
Department of Public Works) that additional space would. be given in the 
Langevin Block in October 1939. Unfortunately the war intervened and the 
“space promised was retained by the Post Office Department. This department 
Was moving one of its branches (air mail) to the new Post Office (corner of 
; ee and Elgin streets) but this space was taken over by the Department 
) i Defence and so prevented the Post Office making the transfer. 


4 Staff— 


There is at present before the Civil Service Commission a request for 
additional patent examiners and the Civil Service Commission has advised that 
advertisements for these positions will be published within the next few weeks. 


Printing of Canadian Patents— 


_ This has been considered on many occasions. In January 1919, the Printing 
3) ureau submitted an estimate of $22.90 per patent printed (for fifty copies). 

_ The matter was again considered in 1929 and an estimate cost of $21.90 
per patent was made (for fifty copies). The cost for that year would have 
een $200,000 and to print all Canadian patents issued up to that time would 
have cost $7,500,000. 

_ The matter was again considered in 1935 to reproduce patents by the 
‘0 et process, a form of photolithographic reproduction. The department 
ated the cost would be about $90,000 annually. This process would not 
e been as satisfactory as printing and would have entailed the purchase 
spe cial machines and the enlargement of the photographic staff and quarters 
would have required more filing space than printed copies of the patents. 


~~ 
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In the past year the cost of printing patents by the United States Patent 
Office was nearly $600,000 or an average of $19 per patent. This figure of $19 - 
taken as a basis for printing the present annual issue of Canadian patents would 
amount to $145,000 (the issue of patents in Canada, as in other countries has ~ 
declined during the war years due to absence of members of the staff on war — 
work). It is doubtful if the printing of patents would greatly increase the — 
number of copies sold in Canada unless the Canadian patent could be sold at the 
same price as the United States copies of patents, that is 10 cents per copy. 
This is because 70 per cent of all-Canadian patents correspond to United States — 
patents. If the office sold five times as many printed copies as it sells of typed — 
copies the revenue at 10 cents per copy would amount to about $2,000. If the — 
price charged per copy was greater than 10 cents, say 50 cents, the patentees 
would buy United States copies at 10 cents. : 

The matter is under further consideration as the cost of storing unsold 4 
copies would increase proportionately each year and office space is not at present — : 


available. : 


United States Classified Patents— 4 
Copies of the United States patents for the last kc years have been classified _ 
and are available to the patent examiners and on request are made available 
to patent attorneys and the public. 


sity 
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Printing of Classification Manual— 


The cost of printing the Canadian Classification Manual would be $1, cm 
for one hundred copies. This manual must be used in conjunction with books ~ ¥ 
of definitions of which there are eight volumes. ‘The printing of these books ~ : 
is estimated at $42,000 for one hundred copies (Printing Bureau estimates). i 
It is not seen that the demand would be sufficient to justify this expenditure. % 

Classified Canadian Patents— ; 

The classified Canadian Patents in the examiners’ rooms are iene available — 
on request to the public. To duplicate this for a public search room would entail 
the reproduction of drawings and principal claims of over 435,000 patents and — » 
would probably .cost some hundreds of thousands of dollars. The matter is — 
under further consideration as it would entail a very considerable increase 
in the classification, clerical and photographer’s staffs as well as additional & " 
filing space. ¥ 


Secret Applications— 


Applications for patents are held in secrecy at the request of the British ‘. 
United States and Canadian government departments. Examination is made . 
only on petition by applicants so as to ensure absolute secrecy. The United — 
States Commissioner of Patents ordered the removal of all patent application 
from secrecy but it should be known that a large number of the applications — 
were never removed from secrecy or after the removal were returned to secrecy. — 

The Canadian Patent Office removes applications from secrecy at the Were . 
of the applicant with the approval of the department which asked for secrecy. 
The matter of secret patent applications is one affecting other allied nations. es 
The majority of secret applications emanate from the United States and Great — 
Britain and the latter country has expressed grave concern over removal of t 
patent applications from secrecy without authorization of the ministries on 
whese requisition the applications were made secret. . 


(Norm: Under the Canadian system there is no possibility of leakage of 
information). A < 
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ORDER OF REFERENCE 
Turspay, March 4, 1947. 


Ordered,—That pursuant to the recommendation contained in the Second 
Report of the said Committee, presented this day, the said Committee be 
instructed to inquire into the administration of the Patent Office in regard to 
staff, office space and equipment, and to report to the House in relation thereto. 


Attest. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


REPORT TO THE HOUSE 
; Turspay, March 4, 1947. 


The Standing Committee on Banking and Commerce begs leave to present 
the following as a 


SECOND REPORT 


Pursuant to an order of the House dated February 18, 1947, your Committee 
is considering Bill No. 16, an Act to amend The Patent Act, 1935. 


Your Committee recommends that it be empowered to inquire into the 
administration of the Patent Office in regard to staff, office space and equipment, 
and to report to the House in relation thereto. 


All of which is respectfully submitted. 


HUGHES CLEAVER, 
Chairman. 
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MINUTES OF PROCEEDINGS 
Turspay, March 4, 1947. _ 


The Standing Committee. on Banking and Commerce met at 11.00 a.m., 
the Chairman, Mr. Cleaver, presiding. 


Members present: Messrs. Argue, Belzile, Black (Cumberland), Blackmore, 
‘Breithaupt, Cleaver, Fleming, Fraser, Gour, Harkness, Irvine, Jackman, 
- Jaenicke, Jutras, Lesage, Macdonnell (Muskoka- -Ontario), Marquis, Michaud, 
PFinard, Quelch, Rinfret, Stewart (Winnipeg North), Strum (Mrs.), Timmins. 


_ Inattendance: Hon. C. W. G. Gibson, Secretary of State; Mr. J. T. Mitchell, 
Commissioner of Patents; Mr. Christopher Robinson, Vice-President, Patent 
Institute of Canada; Brigadier G. P. Morrison, Master General of Ordnance 
Branch, Department ‘of National Defence, and Major J. H. Ready, of the Judge 
- Advocate-General’s office. | 


On motion of Mr. Irvine, 


§ Resolved,—That the Chairman report to the House recommending that the 
Committee be empowered to inquire into the administration of the Patent Office 
- in regard to staff, office space and equipment, and to report to the House in 
relation thereto. 


3 The Committee resumed consideration of Bill No. 16, An Act to amend 
The Patent Act, 1935. 


_ Mr. Mitchell was recalled. He read a statement on the backlog of patent 
applications in the Patent Office, and was further examined. 


Clause 1 of the Bill was adopted. 
Clause 2 was allowed to stand. 


~~ On motion of Mr. Fleming, clause 3 was amended by inserting in the 
- proposed new section 11 of the Act, in line 16, after the word “inventor”, the 
_ words “Of available”. 


At this stage, Brigadier Morrison was called and, by unanimous consent, 
the Committee proceeded to sit 1n camera. 


Brigadier Morrison made a brief statement and was examined. 
Witnesses retired. 


a” By unanimous consent it was ordered that the following members constitute 
pe subcommittee to visit the Patent Office and report to the Main Committee, 
_ namely: Messrs. Fraser, Jaenicke, Lesage, Marquis and Quelch. 


of The Committee adjourned to meet again this day at 4.00 p.m. 
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AFTERNOON SITTING 
The Committee resumed at 4.00 p.m. 


Members present: Messrs. Belzile, Cleaver, Fleming, Beaner Gour, Hacke 
Harkness, Jaenicke, Jutras, Lesage, Marquis, Quelch, Rinfret, Sinclair ( Ontario), 
Stewart ( Winnipeg ‘North i, Timmins. 


In attendance: Hon. C. W. G. Gibson, Secretary of State; Mr. J. T. Mitchell, ; 
Commissioner of Patents, and Mr. Christopher Robinson, Vice- President, Patent & 
Institute of Canada. | ; | 4 


The Committee resumed its consideration of Bill No. 16, An Act to amend s 
The Patent Act, 1935. 7 


Mr. Mitchell and Mr. Robinson were recalled and further examined. 
Clause 5 was carried. | 
On motion of Mr. Lesage, clause 6 was deleted. 


On motion of Mr. Marquis, clause 7 was amended as follows: 
In line 16, delete the words “as section twenty-five” ; 
In line 17, for the number ‘25” substitute “26”; 4 
In line 20, for the word “others” substitute the words “any other 
erson”’ . a 
e In tine 39, after the word “‘filed”’ add the word “either”; iv 
In line 43, strike out the words ‘“‘a foreign” and substitute therefor the = 
words “any other”. 


Clause 7, as amended, carried. 
On motion of Mr. Lesage, clause 8 was deleted. 


| : | “= 
Several amendments to clause 9 having been submitted by Mr. Mitchell and — 

Mr. Robinson, it was agreed to let the said clause 9 stand for further 
consideration. | : 


Clauses 12, 18 and 15 carried. 


: : — 
On motion of Mr. Lesage, clause 16 was amended by striking out the word — 


‘of” (being the second last word of line 20), and substituting therefor theme 
fe S10. 7 . 
Clause 16, as pieided. carried. : : | . 
Clauses 17 and 18 stand. i 


At 540 p.m., witnesses retired and. the Committee adjourned ‘until 
Wednesday, March 5, at 4.00 p.m. i 
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R; ARSENAULT, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


Hovuss or Commons, March 4, 1947. 


The Standing Committee on Banking and Commerce met this day at 
11.00 am. The Chairman, Mr. Hughes Cleaver, presided. 


The CHAIRMAN: Gentlemen, if you will come to order now, we have a 
quorum and we will proceed. 
There are two or three matters I would like to bring to the attention of the 
: committee before we go on with the evidence of Mr. Mitchell. The first is in 
regard to the appointment of a small sub-committee to bring in a report to this 
committee with respect to office space, staff and printing. I have received the 
* names from three of the parties but I still require the name of the Social Credit 
- Party representative on the sub-committee. Mr. Quelch, or Mr. Blackmore, is 
that name available yet? 
Mr. Queucu: I think we were both out towards the end of the last meeting, 
Mr. Chairman; this is the first information we have had with respect to this 


“4 


The CHarrMAN: We better let that matter stand then, and before the close 
of today’s meeting perhaps you could give me the name. 

Mr. Fraser: They couldn’t get around to doing anything now until some 
time next week, until this snow lays down a little bit. 

_ The CuHatrmMan: The clerk advises that this committee should ask for 


additional powers from the House before we would be able to bring in a report 
4 such as the committee wishes to make. I asked the clerk to draft a report which 
4 I will now read: 
ee Pursuant to an order of the House dated February 18, 1947, your 
: | Committee is considering Bill No. 16, an Act to amend The Patent Act, 
, 1935. 
z Your Committee recommends that it be empowered to inquire into 
the administration of the Patent Office in regard to staff, office space and 
; equipment, and to report to the House in relation thereto. 
*. The CuairMAN: What is your pleasure, gentlemen? 
a Mr. Irvine: I move the adoption of that draft report. 
fe Carried. 
a The CuHatrRMAN: The commitee will recall that near the end of our last 


_ meeting Mr. Mitchell was asked to make a separate report with regard to the 
backlog of work that has piled up at the Patent Office. Mr. Mitchell now has 
that report and I will ask him to read it. 


Mr. J. T. Mitchell, Commissioner of Patents, recalled: 


The Witness: To determine the backlog of patent applications now in the 
Office a survey of the examiners’ records has been made, the increase in the 
_ number of applications filed noted, the reduction in the staff during the war 
B years detailed and the inconvenience and delay caused by insufficient space and 

s wamped quarters explained. 


Sie eon! Seat Ca to 
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The total number of applications awaiting examiner’s action is approximately 
thirty-one thousand four hundred. Of this total two thousand eight hundred 
have a stay-of-proceedings under rule 25 of the rules, regulations and forms. 
This rule provides that an applicant may ask that no action be taken by an 
examiner for one year from the date of filing. Of all applications filed in a 
year twenty-five per cent are incomplete, incorrect or have some other 
informality. Under section 31 of the Patent Act the applicant has a year from 
the filing of his application to complete it. The incomplete applications are not 
withheld from the examiner but a notation is made on the case and normally 


| 


the examiner does not act on the application until it is complete. In most cases * 


the year does not elapse before the application is completed but as new 
incomplete applications are filed from day to day the number of incomplete 
applications remains fairly constant at twenty-five per cent. Thus in a year’s 
filing of twelve or fourteen thousand applications over three thousand will be 
awaiting completion before action is taken. 

These two items add up to fifty-four hundred applications which can be 
deducted from the total of thirty-one thousand four hundred leaving twenty-six 
thousand awaiting action. This statement is only approximate in that some of 
the incomplete applications may also be included in those which have stop- 
orders or delayed action requests. In round numbers the total may be said 
to be twenty-six thousand eight hundred. Without a survey of each and every 
application in the office to determine its condition only a close approximation 


can be given. Such survey would require weeks of time of the whole staff and — 


would further delay the work without in any way reducing the backlog. Another 
thing to be considered is that in the total of twenty-six thousand eight hundred 
are included two thousand five hundred replies by applicants to the Office action 
which have not yet been reviewed by the examiner. Many of these may 
conform to the examiners’ requirements and when they do the further 
examination is greatly lessened. As they are an unknown quantity they cannot 
be deducted from cases awaiting action. 

Under normal conditions an examiner would have before him about eight 


months’ cases or between three or four hundred new cases. No matter what — 
may be done you cannot have an examiner with no new cases awaiting action — 
as he then would have no work to do. As there are now twenty-five examining ~ 


divisions in the office three to four hundred applications would mean that 
seventy-five hundred to ten thousand new applications would always be before 


the examiners. However, for the purposes of this committee I do not intend to — 


compute the backlog in this way and shall not subtract those numbers from — 


the total. 


It may be asked how this backlog has accumulated in the last six or seven . 


years. There are three main causes: the increased number of applications filed, 
the reduction of the staff and the insufficient and scattered office accommodation. 


In the first place in the six years preceding 1940 a total of about sixty-three — 


thousand eight hundred applications or ten thousand six hundred yearly were 
filed. From 1940 to 1946, inclusive, there were sixty-seven thousand four 
hundred and fifty or eleven thousand two hundred yearly. While this is only 
an average of six hundred a year increase it is noteworthy because in the 
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United States, Great Britain and other countries the applications fell off as much — 


as forty per cent during the war years. In eleven months of this fiscal year the 


increase continued with 15,600 applications already filed. 

In 1939 the office had twenty-eight examiners. In December, 1941, an 
examiner in the mechanical division died. An examiner in the metallurgical 
division left the office in January, 1942, to join one of the war offices. He never 


returned and at the termination of the war resigned to enter private practice. — 


An examiner in the fuel oil division joined the Royal Canadian Navy in 


September, 1942, and returned to the office in April, 1946. A radio examiner 
left the office in January, 1942, and returned in April, 1946. An electrical — 
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examiner resigned in August, 1943. Another examiner in the electrical division 
was absent from August, 1942, to November, 1943, on war work. Another 
electrical division examiner was in the army from January, 1942, to February, 
1943. The examiner of agricultural machinery was in the army from January, 
1943, to January, 1946. A chemical division examiner resigned in January, 1946. 
This was a loss since 1941 of nine examiners for varying periods but for a total 
time loss of twenty-seven years and five months. Five of the nine examiners 
have since returned but in the four vacancies caused by death and resignation 
there has been one replacement and that in February of this year. And I want 
you to note that twenty-seven years and five months. That is very important 
from the standpoint of service to the office by the examiners who were absent on 
war duty. | 

A comparison of the total staff during the war years should also be included 
as the clerical divisions have been greatly handicapped. On January 1, 1939, 
there were ninety permanent and twenty-four temporary professional and 
clerical employees, in all one hundred and fourteen. On January 1, 1946, there 
were sixty-four permanent and thirty temporary employees or ninety-four, that 
is, twenty less than at the beginning of the war. On February 1, 1947, there 
were sixty-four permanent and thirty-three temporary or ninety-seven employees 
which is still seventeen under pre-war establishment. Decreases in the clerical 


_ staff were caused by death, marriage, transfers and resignations and such 


replacements as the Civil Service Commission have made have been with clerks 


~ who had to be trained in the work. The commission has not been able to supply 


all the clerks asked for. 


Immediately before the outbreak of war additional office space in the 
Langevin block was to be provided. This was to consist of all the second floor 
and half of the top floor of the building. One-half of the basement for filing 
space was also to be allotted. The space to be acquired was by removal of some 
branches of the Post Office Department into the new city post office. The 
Department of National Defence took over the new post office building and the 
transfers were cancelled. At the present time the Patent Office occupies about 
one-half of the second floor, one large room on the fourth floor and a storage 
room in the basement of the Langevin block. In addition some of the staff are 


on one floor of the Hope building, Sparks street, on part of a floor of the Trafalgar 


building, Queen street at Bank, and in a couple of rooms in the Fraser building, 
Queen street. There are also stores and files housed in the Sovereign building, 
Bank street near Queen, and in the basement of the new Supreme Court building. 
The patent files are in cases in the corridors of the Langevin block and on the 
second floor extend from Elgin to Metcalfe streets. The transfer of files to and 
from the different buildings and the separation of the examining divisions not 
only slows up the work but militates against efficiency. 


In concluding this statement I wish to bring to your attention that appli- 
cations, particularly from European countries, are being filed at an increasing 
rate and that under the relief provisions of the amending Act a still greater 
number may be expected. Without relief the backlog will still further increase. 


Conditions in Canada are not different from those in other countries which 
have also large backlogs. The augmentation of the staff in the United States 
Patent Office has already been referred to. 


The Witness: Now, to show the delay that: takes place in offices such as 
in the British Patent Office, I have in my hand a certificate issued in Great 
Britain. I will just read you a part of it: “this certificate is issued in response 
to a request made on the 19th day of November 1945”; and the certificate is 
dated the 3rd day of May 1946, which is six months later. I have hundreds 
such as this in the office. And this is the type of case which keeps back our 
applications. 
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With regard to space I have an order in my hand dated June 15, 1918, which 
reads as follows:— 


- DOMINION OF CANADA 
PATENT OFFICE 


Department of Agriculture, 
Ottawa, June 18, 1918. 


Memorandum for the Deputy Minister. 


The actual space now in use by the Patent Office in the Langevin 
block and in the Queen street building is eleven thousand five hundred 
and ten square feet, and with this space there is considerable congestion, 
many of the rooms being over-crowded. 

A great deal of the space in the Patent Office is taken up with the 
records of our issued patents which must be kept in a convenient way for 
our examiners and the public, apart froni the large classification of 
patents, on which the examiners rely entirely for the performance of their — 
duties. 

Our scientific library is overflowing and we have been obliged to 
infringe upon its space with the overflow of issued patents from the 
Record Room. | ree 

The rooms occupied by the examiners (19’ 9” x 11’ 6”) should not 
be used for more than two examiners with their classifications. In many 
instances, we are obliged to place three men in this size of room. This 
interferes with efficiency. 

Our Queen street storage building has now reached its limit for space, 
and we have been obliged to erect shelving in the centre of small rooms, 
increasing the difficulties in searching. 

For the want of more space, the continuance of the classification of 
the United States patents is practically suspended, being obliged to store 
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these copies in the store-room in the basement of this building and the —_ 
examiners as a whole are greatly disappointed with this delay. Further- 
more, for want of space, we have been obliged to place a staff of clerksin 
all the available corners of the library. I would therefore, respectfully 
recommend that one half as much more space be provided for the Patent 
Office i.e. 17,000 square feet. a 

I cannot too strongly urge that the Patent Office be allowed to retain 
its present quarters. The Record Room has been provided with steel 
files, at a very great cost purposely made for the Record Room. The — 
same may be said of our Scientific Library. > 


To meet the present need, as above suggested, increased accommo- 
dation should be provided on the floor we now occupy, or immediately 
eee the first floor, the flat between our own offices and the Patent Office 

ibrary. 

Below is a rough diagram of the ground floor of the Langevin Block. 
The Patent Office occupies part of the first floor, as indicated, in addition 
to the library space on the attic floor. If the second floor was assigned to 
the Patent Office, the present requirements would be satisfied, that is to 
say, all the space on the three floors from the red line in the plan, 
looking east. 

(Sed.) W. J. LYNCH, 
Chief of Patent Office. 
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; In 1921 Mr. O’Halloran, Chief Commissioner of Patents, wrote a letter — 
- dated January 3, 1921. This was written to Mr. Hunter:— 


Referring to your letter of the 5th ultimo and previous correspondence 
re office accommodation for the patent and copyright office. I beg to 
advise you that a patent examiner returned to duty to-day after a long 
sick leave, and as there is no room available for him he must remain 
idle until additional office accommodation is provided although his services 
are badly needed. 


That is back in 1921. I also have a number of letters which I myself have 
written, going back as far as 1934. 

Mr. Frasrr: But since 1921 you have had additional space made available 
to you, have you not? 
; The Witness: I have had about 3,000 feet. We asked for 17,000 or 18,000 
eet. 

The CuHairMAN: If the commissioner is willing I would suggest that. this 
_ material be handed to the subcommittee and that they would incorporate as 
much of it as they deem wise in their report. 
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Some Hon. Mrmpers: Agreed. 

4 The CHarrMan: I suggest to the committee that perhaps now you might 
care to carry paragraphs 1, 2, and 3 of the bill, which brings us to the secrecy 
- sections; and we have here to-day a representative from the Master General of 
_ the Ordnance Branch in regard to secrecy, perhaps you would care to hear him? 
: Shall section 1, which is the short title, carry? 

: Carried. 

‘ The CuHairMAN: Does section 2 carry? 

: Mr. Lesage: There was an amendment to section 2. Was it not the 
intention that the annual salary should not exceed $8,000? 

2 The CuHairMAN: Now we are on section 2. The minister has an amendment | 
2 to make so that the new section, which is subsection 3 of section 4 of the Patent 
_ Act, will read: 


The commissioner shall hold office during pleasure and shall be paid 
such annual salary not exceeding $8,000 as may be determined by the 
Governor in Council. 

Mr. Marquis: Does that read, not exceeding $8,000? 

The CuatrMANn: Shall be paid such annual salary not exceeding $8,000 as 
may be determined by the Governor in Council. 

Mr. Freminc: What was the substance of the recommendation of the 
Gordon Royal Commission with respect to the salary attaching to the office of 
commissioner? 

The CuatrMAn: I will have that for you in a minute. 

Mr. Irvine: How does that $8,000 maximum salary compare with what 
private industry might be prepared to pay for a man having equal capacity? 

The Wirngss: On page 39 of the report of Royal Commission (the Gordon 
Commission), the Commissioner of Patents salary is indicated at $8,000. 
Personally I was not consulted. I do not know what was asked. No representa- 
_ tive of the Patent Office was present as far as I know. I know that I was not. 


Mr. Fieminc: You say it does not go too far? 

The Wirness: As a matter of fact, I prefer to leave that entirely in the 
hands of the committee. 

Mr. Marquis: Do you object to that provision? 


= 
ys, The Witness: I have never asked for an increased for myself and I do not 
intend to. 
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Mr. Lesace: It has been $8,000 for some time, hasn’t it? 


The CuatrMAN: The estimates of 1928 show that in that year the 
Commissioner of Patents was paid $8,000. 


Mr. Macponnetu: Which year? 

The CuarrMan: The estimates of 1928. 

Mr. Macponneuu: And it has been reduced since then? 

The CHAIRMAN: Yes. 

Mr. Macponne.tu: Why. 

The CHarrMan: Oh, well, that is a moot question I suppose. 


Mr. Stewart: I think we should investigate this a little further. I would 
like to know how long the commissioner has been in the service? 


The Witness: I have been in the service now twenty-seven years. 
Mr. Stewart: When did you become commissioner? 

The Witness: In 1935. 

Mr. Stewart: What was your salary then? 


The Witness: The salary then—I got a range from $6,000 to $7,000; it had 
been reduced from $8,000 to $6,000; then they gave me this range irom $6,000 
to $7,000. 


The Cuarrman: If the committee question this section with the minister’s 
amendment in it I would have to ask that it stand in the absence of the minister. 
If you question it I will just mark it “Stand”, 


Mr. Stewart: What I was suggesting was that he was paid $8,000 in 1928; 
the cost of living has increased considerably since then. 


The CHarrMAN: That section will stand. 


Mr. Irvine: If you want to make it more I see no reason why it should 
stand. 


Mr. JAcKMAN: I presume when the cut was made in the salary of the com- 
missioner that was the time when a general cut was introduced applicable to the 
whole of the civil service. 


The Wrrness: I could not tell you that. 
Mr. JACKMAN: Was that in 1932 or 1933? 
The Witness: 1930. 


Mr. Irvine: Mr. Chairman, I would like to ask a question of the com- 
missioner. I do not know whether it can be answered. I was wondering what 


would be the likely salary paid by private industry to a man of the same 


capacity as the Commissioner and who had been employed for a similar number 
of years? Is there any way of knowing that? 


The Witness: I am afraid not. 


Mr. Fuiremrna: I should like to have the minister here before we dispose of 


this finally for this reason. It is not enough simply to have the section passed 
in the amended form because the bill does not give anybody any assurance that 
the salary is going to be raised to the $8,000. All it does is to empower the 
Governor in Council to determine the salary in a sum not exceeding $8,000. 
I think the minister ought to be prepared to tell us whether the salary is going 
to be increased in pursuance of that power if the section passes. I think the 
committee ought to know that. 


Mr. Macponnetu: And in view of the recommendation of the Gordon 
Commission. 


Mr. Stewart: I think we ought to let it stand. 
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The CHAIRMAN: I will mark the section “stand.” Section 3 of the bill. 


3. Sections eleven and twelve of the said Act are repealed and the 
following substituted therefor:— 

“11. Notwithstanding the exception in the next preceding section, the 
Commissioner, upon the request of any person who states in writing the 
name of the inventor, the title of the invention and the number and date 
of a patent said to have been granted in a named country other than 
Canada, and who pays or tenders the prescribed fee, shal]! inform such 
person whether an application for a patent of the same invention is or is 
not pending in Canada. 


RULES AND REGULATIONS 
Regulations and forms. 


12. (1) The Governor in Council, on the recommendation of the 
Minister, may make, amend or repeal such rules and regulations and 
prescribe such forms as may be deemed expedient 


(a) for carrying into effect the objects of this Act, or for ensuring the 
due administration thereof by the Commissioner and other 
officers and employees of the Patent Office; and 

(6) for carrying into effect the terms of any treaty, convention, 
arrangement or engagement which subsists between Canada and 
any other country; 

(c) for ensuring the secrecy vf applications for patents and of 
patents, in the interests of the safety of the State; and 

(d) in particular, but without restricting the generality of the 
foregoing, with respect to the following matters:— 

(i) the form and contents of applications for patents; 
(11) the form of the Register of Patents and of the indexes 
thereto; 

(111) the registration of assignments, transmissions, licences, dis- 
claimers, judgments or other documents relating to any 
patent; and 

(iv) the form and contents of any certificate issued pursuant to 
the terms of this Act. 


Effect. 
(2) Any rule or regulation made by the Governor in Council shall be 
of the same force and effect as if it had been enacted herein.” 

Mr. Fupminc: On section 3 would you mind taking sections 11 and 12 
separately? I have different comments to make on each. They are both in 
section 3 of the bill. 

The CuarrMaNn: Section 3 of the bill repeals sections 11 and 12 and substi- 
tutes in lieu thereof—which would be in lieu of both of them—a new section 11. 

Mr. Fuemine: And 12. 

The CuarrmMan: Under section 11 you can discuss both the old sections 11 
and 12— 

Mr. Fremine: And the new sections. Section 3 repeals the old sections 11 
and 12 and substitutes the new 11 and 12. The new 12 is a part of section 3 of 
the bill. 

The CHARMAN: We will discuss the new section 11 first. 

Mr. Fupminc: On the new 11 I should like to make a comment. This 
amendment in lines 16 and 17 introduces a question that I think is worthy of a 
moment’s consideration. It proposes that “the Commissioner, upon the request 
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of any person who states in writing the name of the inventor, the title of the 
invention and the number and date of a patent”, and so on, “shall inform such 
person whether an application for a patent of the same invention is or is not 
pending in Canada.” 

I am sure there are many cases where the name of the inventor is not 
available to the enquirer. 

Mr. Lesacn: You only have to say “if available’. 

Mr. Furemine: What I would suggest is that we insert in line 16 after the 
word “inventor” some such words as “if possible” or “if available’, because I 
am told in many cases the name of the inventor is not available. 

Mr. Marquis: How can it be decided if it is possible or available? 

Mr. Lesace: I think the minister is ready to accept such an amendment. 

The CHairMAN: The words “if available” are acceptable. 


By Mr. Jaencke: 

(). The amendment is for the purpose of facilitating the work in the office, | is 
it?—A. Yes, it is. 

Mr. Fiemine: But not to tie unnecessarily the hands of an enquirer because 
the name may not be available. I would be satisfied with that. 

The CuHarrMan: Mr. Fleming moves that section 3 of the bill, insofar as it 
deals with section 11 of the Patent Act, be amended by adding the words “if 
available” after the word “inventor” in the third line. All those in favour of the 
amendment? 

Mr. Irvine: How could he supply it if it were not available? 

The Cuarrman: If the Act says he shall supply it I suppose it is mandatory. 


By Mr. Macdonnell: 

Q. Let me ask this question. Is the commissioner satisfied that those 
words will do the trick, in other words, that no question will arise as to who is to 
determine whether the name is available or not? Is there any point there?— 
A. Many applications filed in Great Britain are filed by companies, or they are 
filed on instructions from abroad, and the inventor’s name may not necessarily 
appear. 

Q. That is my point.—A. Although it is supposed to appear. Then we get™ 
a copy of a patent and we are asked if there is a corresponding case in Canada. 
If we have not the name of the inventor, and should there be half a dozen 
applications filed of the same nature, it means we have to read every one 
before we can determine which one corresponds to the foreign patent submitted. 
With the inventor’s name we can pin it right down without any trouble. 

Mr. Lesace: This is only a suggestion, but instead of saying “if available” 
would it not be better to say ‘for that the inventor is not known”’. 


Mr. Marquis: On the same line— 
Mr. Lesace: I should like an answer to that. 
The Witness: That comes down to very much the same thing. 


By Mr. Lesage: 
Q. Would it come to the same thing?—A. I think so. 
The CHAIRMAN: The commissioner is content with the words “if available”. 
Mr. Macponneuu: That answers me. 


The CHarrMANn: Mr. Fleming moves this amendment. All those in favour of 
the section as amended. 


BANKING AND COMMERCE 73 


Mr. Marquis: Before it is carried, if some person wants to have information 
-as to a patent he may send a letter to the Commissioner of Patents and may 
not know the name of the inventor. The name might not be available to him but 
it might be available to the Commissioner of Patents. If he has the number or 
designation of the patent it would be important for this person to get the 
information. Yesterday I sent a cable to England and I had an answer this 
morning, “It is impossible to give you the information”. I gave a description of 
the invention. I do not know how much use it will be to have that amendment. 
If you make it “if available” will it be available to the person who requires the 
information or will it be available to the Commissioner of Patents? 


Mr. Irvine: It will be available to neither. 


The Witness: It is available to the person making the request who then 
sends it to the commissioner. 


By Mr. Marquis: 


Q. If the person who makes the request has not the name of the inventor 
or holder of a patent how can he make it available?—-A. He can send a copy of 
the foreign patent and if it is not given in the foreign patent he might say, “It 
is not available to me and I do not know who the inventor is. I am asking you 
now to make a search on the subject matter of the invention and to tell me 
whether an application has been filed emanating from that foreign country 
with this information in it.” | 

Q. And this has nothing to do with a Canadian patent. 


The CuHartrMAN: Shall the new section 1'1 as amended carry? 


Carried. 


By Mr. Jackman: 


: Q. May I ask the commissioner whether any priority is given to requests 
of this nature over ordinary searches?—A. Yes, we give priority to those. They 
invariably deal with Canadian companies which are probably going into the 
commercial field on that particular invention. They want this information so 
that they will know whether they are infringing on a patent or whether they will 

' be stopped in their endeavour with the issue of a Canadian patent. We give 
preference to those. We usually furnish information of that nature within not 
more than one week. 3 

Q. May I digress for a moment? Does the Patent Office have any difficulty 
as the result of awarding a patent on some new application and subsequently 
finding out that the idea was not a novel one and it has been patented in another 
country? Do patent offices throughout the world run into those difficulties ?— 
A. That is not the section of the bill we are dealing with but I shall be pleased 
to answer it. 

Q. Another time will do just as well—A. I will be pleased to answer it. 
The fact is every country which makes an examination of patents runs into that 
difficulty. . 

@. Another time will do.—A. I can give you something more definite than 
that at another time. 


The CHAIRMAN: We have now reached the secrecy sections. 


Mr. Fiemine: Mr. Chairman, you have not yet called section 12. I should 
like to make a comment on. 12. 


~ The CHAIRMAN: Section 12 has an amendment in regard to secrecy, (c) 


and (d). If you are content we will call the witness and he will be able to answer 
questions on all of the secreey sections. Is that satisfactory, Mr. Fleming? 
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Mr. Fremine: With the qualification that I think there is much more in 


section 12, subsection (c) than there is in section 4 of the bill enacting 19 (a). 
In other words, the power proposed in 12 (c) to be given to the Governor in 
Council to make regulations “for ensuring the secrecy of application for patents 
and of patents, in the interests of the safety of the state,” goes far beyond the 
terms proposed in section 19 (a) because section 19 (a) in clause 4 of the bill 
has to do with patents to be assigned to the Minister of National Defence. The 
provisions of 12 (c) are not confined to the secrecy of applications or of patents 
that are assigned to the Minister of National Defence. It seems to me they go 
far beyond the scope of the new secrecy section, 19 (a), far beyond it. I think 
we have got to restrict the language of 12 (c) in the light of what form section 
19 (a) is to take when it leaves the committee. 


Mr. Lesacr: I agree completely with Mr. Fleming. } 
The Cuarrman: I entirely agree but I thought perhaps it would facilitate 
the work of the committee if, now that we have reached the question of secrecy, 


we should hear the witness who is here and ask him what questions the committee 
wishes to before dealing with section 12 at all. 


Brigadier G. P. Morrison, Master-General of the Ordnance Branch, 


called 


The Witness: Gentlemen, I might explain that our function, in so far as - 


patents are concerned, has been strictly limited to date to making recommenda- 
tions for the retention of a patent on the secrecy list, and alternatively that a 
certain article is a worthy patent or that we do not consider it is a worthy 
patent. I come from the technical branch which deals with that part of it. 
What I might term the legal aspects of the problem have been handled 


by our legal branch which is represented by our Judge Advocate General’s - 


Branch. I have with me here Major Ready from the legal branch. I think 
he knows more about the legal aspects than I do, which happens to be nothing 
at all. : 

Speaking for the M.G.O. Branch from the secrecy point of view we feel 
that for the protection of the—I use the word “‘state’—we must or should have 
some mechanism by means of which patents or applications for patents may be 


placed on a secret list and issued only to and for the benefit of members of the — 


commonwealth or any other countries that are allied with us in defence, or by 
virtue of any other treaties we may have that would give them the right to those 


patents. This is purely a personal opinion, but we would like to see the law so — 


made that the inventors of the country are protected so that the fruits of their 
endeavours cannot be taken away from them by what we might call a too narrow 
interpretation of the term “secrecy” on the part of any official of the Department 
of National Defence. 

Thirdly we would like to see the regulations or the Patent Act so written 
as to protect our minister. We are all human and we may make a mistake and 
recommend that something be placed on the secrecy list, money might be paid 
for it, and after careful examination by the Patent Office it might be discovered 
the invention was well known and our minister had been— 


Mr. Fraser: Hoodwinked. 


The Witness: Hoodwinked. I think that represents the technical soldier’s 
point of view without any legal restrictions. 


Nore:—From this stage, the Committee held its proceedings in camera until 
adjournment at 12.45 p.m. 
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AFTERNOON SESSION 


The committee resumed at 4 p.m. 


The CuarrmMan: Gentlemen, we have a quorum. Shall we leave the secrecy 
section and carry on with section 5 of the bill? 


Some Hon. Mrmpers: Agreed. 


Mr. Lesage: On section 5, Mr. Robinson of the Patent Institute has some 
objections to the renumbering of the sections. 


Mr. Fuemine: That is 6. 


; Mr. J. T. Mitchell, Commissioner of Patents, recalled: 


The Witness: Yes. 
Mr. Lesage: “Section 23 of the said Act is repealed”; and it is that which 
_ brings up the reference. 

3 The Cuatrman: Mr. Robinson, would you care to come up here where 
- you are handy? 
_ Mr. Lesace: Yes, and I will want to make some observations on section 6, 
relating to renumbering. 
The CHAIRMAN: Shall section 5 carry? 
Mr. Fitemine: We have no objection to section 5, Mr. Chairman. 


. Section 5 carried. 


The CHarrmMAN: We are now on section 6, the renumbering section. 
Mr. Lesace: Mr. Chairman, I respectfully submit that this should never 
have been put into law, especially when you come to consider what is compre- 
hended under the general term jurisprudence. 
: Mr. Fuemine: These numbers are well set. They have been referred to in 
cases. What is to be gained by renumbering them? 
Mr. Lesage: I think we should agree that we should not renumber them. 
Mr. Hackett: Unless one has to consider—what is it we call them, 
_ citators? 
Mr. Lesace: Yes, citators. 
Mr. Hackett: Yes, the full realm of the old books would become useless. 
The CuHairRMAN: It has been moved that section 6 of the bill be deleted. 
Those in favour please signify? 


ie Motion agreed to. 


Mr. Fiemine: That means that all the sections of the bill will have to be 
renumbered. 


The CHAIRMAN: We are now on section 7, who may obtain patents. 

Mr. Lesacu: We should delete that section 25. We should delete the words, 
“as section twenty-five’; and replace the number “twenty-five” by the number 
“twenty-six”. 
Mr. Fiemina: Yes, that should be done. 
Mr. Lesace: It is only for the purpose of renumbering. 
Mr. Hackett: Are all the words underlined new? 
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Mr. Lesage: That is the only new part, that which is underlined. What is 
it for, Mr. Mitchell? 

Mr. Rinrrer: I understand it is to clarify subsection 2. 

The Witness: Yes, to clarify that with respect to 2, and to bring in the legal 
representative. Subsection 2 says, “any inventor or legal representative of an 
inventor who applies;” section 26 said, “any inventor of an invention’. It missed 
off the legal representative, which should be inserted to make it agree with 
subsection 2 (b). 

The Cuamrman: Mr. Robinson has some remarks he wishes to make on this 
section. Is it the wish of the committee that he be heard now? 

Mr. Lesage: There is one thing first, before we hear Mr. Robinson; in sub- 
section 2 would it not be more clear if the word “either” was added: immediately 
after ‘‘filed’’? | 

Mr. Hacxerr: After what? 

Mr. Lesace: ‘Filed.” in line 39; “either” because there is a choice. 

Mr. Fiemine: It is not clear. 

Mr. Lesacm: And in dine 23 we find the words freien country”; everywhere 
else in the Act they say “in any other country”. 

The CuarrMan: “In any other country”? 

Mr. Lesacu: Instead of “foreign”. Everywhere else in the Act that | is iat 
they say. 

The CHatrrMaAn: “Any other country”. 

Mr. BeuziLe: That is in line 28. 

Mr. Lesace: Yes. 

Mr. Hacxerr: What change do you want to make in line 39? 

Mr. Lesace: “Either or’’. 


The CHAIRMAN: You say there is the word “or” which appears at the end of — 


subparagraph (a)? 

Mr. Lesace: Yes, that is it. 

The CHAIRMAN: Have you any other comments before we hear Mr. 
Robinson? I will put all the amendments at one time instead of putting them 
individually. 

Mr. JAmNIcKE: Are you objecting to these words “foreign country” when it 
says “any other country”? You will find Canada is always connected with that 
when it is used that way, but yiu will find Canada is not in here. 


Mr. Lesace: Well, “any other country” is quite clear. 


Mr. JAENICKE: Have you any objection to that term “foreign”? Any other 


country is foreien to Canada. There should be no objection to that. 

The Cuairman: All right, Mr. Robinson. 

Mr. Rosinson: There is only one other point that the patent institute 
would like to raise and it is in connection with section 26, particularly section 
26-1-(a); which now reads in the bill:— 

(a) not know or used by others before he invented it, and 


The institute would suggest. that the word “others” be changed to “any other 


{ 


person”. The words “any other person” were used in the statute from about — 


1870 odd until 1923, and for no reason that anybody can find out they were — 


changed in 1923 to ‘‘others”; and as it stands now they are inconsistent with 
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some of the other provisions of the statute, particularly section 61. Everyone * 


has always gone on the assumption that if one other person could prove that. 


before a given inventor made an invention, he had made that invention, then — 
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_ the subsequent inventor could not get a patent. That is, if I make an invention 
- today and file application for it the position should be that if any other person 

_ can show that before I made my invention he had made it then I should not be 
able to get a patent. But the way the section reads now because of the use of 
the word “others” there must be at least two, and it might be a perfectly 
confidential disclosure; that is, the two people would really be one. It is a 
distinction that really does not seem to us to make very much sense. 

The CuHatrMAN: Are there any other questions? | 

Mr. Marquis: You would substitute “any other” by “some person”. 

The CHarrMAN: Are there any other questions before I put the amendments? 

Mr. Hackett: Just let me ask who represents the institute? 

- Mr. Ropinson: I do. 


Mr. Hackett: In section 61 we have in the fifth line “by some other 
inventor”. Then we have further down in (6) “such other inventor’; and then, 
again, “such other inventors’. Is there any distinction now made between 
inventor and a person? Should we not put inventor here instead of person? 

Mr. Rosrnson: If you argue that “person” is to be preferred, your argument 
would have been better if section 61 had said “person”; because there should not 
be a distinction between inventor and person for these purposes. The question 
is a simple one. Prior knowledge about it does not necessarily presuppose an 
inventor or presuppose any invention. The question is simply did someone 
before this man apply for a patent of this alleged invention. 

Mr. Hackett: I am going to ask the Chairman if he would take a note of 
that, that when we are making these changes it might be well to be consistent 
and make the changes in section 61 as well. 

The Witness: In section 26, 1, (a), ‘not know or used’’, of course the 
words, “by any other persons” do not necessarily mean an inventor; and the 
clause, “not known or used by any other person” is favourable to “any other 
inventors.” ; 

Mr. Hackett: Yes, all right; but what I am asking now is whether section 61 
should also be corrected. 

, The CuarrmMan: Yes. I have made a note of that. Thank you, Mr. 
Hackett. 

Mr. Maraquis: But this term ‘inventor’ supposes a man who has made an 
invention and refers to an inventor and not to a person. A person might use 
an invention and not be an inventor. 

Mr. Hackett: That may be the complete answer. 

The CuHarrmaNn: I will be glad to check it. Shall I put the proposed 
amendments? 

It is moved by Mr. Marquis that section 25, be amended to read section 26; 

And that the word “others” in line 20 be deleted. 

Mr. Lesace: No. First of all in line 16, that the words “twenty-five” be 
deleted. 

The CuHarrMANn: I have deleted that. 

And that section 25 be changed to read section 26. 

Mr. Marquis: Be renumbered, yes. 

The CHAIRMAN: Yes. 

Mr. Freminc: We will have to take into account the opening words of the 
bill. : 

The CHarrMan: Oh; thank you very much. And that in line 16 the words 
“twenty-five” be struck out, and— 

Mr. LesacEe: You don’t have to put “twenty-six” there. 
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The CuarrMan: And that the words ‘section twenty-five” in line 16 bey 
deleted. | 

He further moves ‘that the word “others” be struck out in line 20 and | 
that the following words be substituted in lieu therefor, “any other person”; : 

And: he further moves that in line 39 the word “either” be added at the end ~ 7 
of the line after the word “filed”; and he further moves that in line 48 the 
words “a foreign” be struck out and that the following words be substituted — 
in lieu therefor, ‘any other”. All those in favour of the motion covering these _ 
amendments please signify. 


Carried. 


Shall the section as amended carry? 


Carried. - 
Mr. Hacxert: What do you think about the word “seven’”—that section” £ 
26 of the said Act be repealed and the following substituted. Was there some- — 
thing to be done there? Was section 25 to come out? a 
The CHatirRMAN: Yes, we did that. : - 
Mr. Marauis: We called it section 26. : - 
The CuHatrMan: Now, what about section 8 of the bill? : 
Mr. Fiemine: It ought to come out too, for the same reason. a 
The CHatrRMAN: It is moved by Mr. aoe that section 8 of the bill bad i 


deleted. All those in favour? % 


Carried. 


On section 9: 
Mr. Lesage: Should we go into this one? It is controversial. s 
The CuHarrMAN: I beg your pardon? a 
Mr. Lesage: This is a very difficult section and I think Mr. Robinson has — 
strong objections to present on it. Perhaps we had better not start a discussion 
on that just now. 3 
The CHarRMAN: There is no reason why we should not do a little work this — 
afternoon. 
Mr. Lesace: All right. 
Mr. Beuzitp: This will be section 28(a). es 
Mr. Lusace: Yes. First let us take that 28(a); replace the words rors “ 
seven” by the word “twenty-seven (a)” after “section twenty-eight”. That will | 
require putting an (a) after the number twenty-eight. : 
The CuHatrMAN: Right. All right, Mr. Robinson. 3 
Mr. Rosrnson: Mr. Chairman, this section, as one of the members of the 
committee remarked, is a very difficult one. The Patent Institute of Canada- 
has given a great deal of consideration— a 
Mr. Lesace: Mr. Robinson, before you go on, I think there were a couple 
of amendments the commissioner was ready to put forward. It would be my 
suggestion that it would be better for him to place those before the committee [ 
before you start your discussion. I think you have a couple of amendments, — 
Mr. Mitchell? a 
The Witness: Yes, I have. 


Mr. Lesace: Maybe it would be better, before we wiheead te hear Mr 
Robinson, if Mr. Mitchell would put his amendments. 


The CHAIRMAN: All right. 
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The Wirness: That insertion 28(a) of the bill, “at any time” should be 


~ deleted, and substituted therefor “in the case of rights relating to patents of 
invention which arose on or after September 2, 1939, and”’. 


Mr. Fiemtnc: What is the reason for that date? Did the war not break out 


_ 3rd of September 1939, and this country came in officially on the 10th? 


The Witness: In every official document I have looked at in the form of 


Defence of Canada regulations, and Trading with the Enemy regulations and 
all the others, they take the date September 2, that is the date posted. September 
_ 2 was taken from those precedents. 


The CHARMAN: That was the date on which Britain declared war. Now, 


: what other amendment do you propose? 


The Witness: In section 28(2) after the word ‘which’; delete “and have 
become payable’; and insert “should have been repaid”. Then after the word 


- “Act” delete “since” and insert ‘fon or after”. 


In section 3 delete the words “provided by section 25 of this Act for the 
filing of applications for patents of invention”, and after “which” delete the 
word “rights” in line 3. That is line 25 on that page. Cancel the word “rights” 
and insert therefor “the rights which had not expired on the second day of 


_ September, 1939, or which rights’”— 


By Mr. Lesage: 


Q@. Yes, but you should say “provided under this Act”.—A. Yes, “provided 
under this Act”. I beg your pardon, “rights provided under. this Act’’. 

(. What do you think of adding “relating to patents of invention” ?—A. Yes, — 
that was another. ‘The rights under this Act relating to applications for patents 
of invention”. 


By Mr. Fleming: 
Q. “Rights under this Act”—A. “Under this Act relating to applications for 
patents of invention.” 


By Mr. Lesage: 


(. Applications only?—A. Applications. 
Q. Why do you say applications? Could you not say “relating to patents of 


~ invention”?—A. We are dealing with applications. Further down in line 30 it 


Says, “Applications upon which patents have been granted as well as to applica- 
tions”, and so on. That is to keep the nomenclature the same throughout. It 


would be “under this Act relating to applications for patents of invention which 


had not expired”. In line 30 after “granted” insert “during that period”. 

Q. Did you delete “rights” in line 26, the last word of line 26?—A. Yes, I 
think that was deleted. 

Q. “Or which have arisen”?—A. “Or which have arisen”, 

Mr. Fiemine: Give us that last one again, please. 

The CHARMAN: Line 30, add after the word “granted” the words “during 
that period.” 

Mr. Lesace: Mr. Chairman, there is the word “and”, “during that period 
and.” 

Mr. CuLEAvER: Does that require “and”? I do not think so. No, it does not. 

The Witness: Line 47, after the word “patented” insert “by the same 
inventor.” 


By Mr. Fleming: 
Q. This is subsection 4?—A. Subsection 4. 
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By Mr. Marquis: 


Q. Insert which words?—A. “By the same inventor.” Line 48 after the — 


word “any” insert the word “other”, “in any other country.” Line 49, delete 


“other than a country with which Canada was at war.” On page 6 of the bill 


cancel ‘‘first day of September” and insert “second day of September.” 


By Mr. Hackett: 
Q. Does that not get us into a conflict? Canada did not go to war until the 
tenth, did she?—-A. Our defence of Canada regulations, regulations as to trading 


with the enemy and other regulations of that nature all refer to the second day 
of September. : 


By Mr. iendin: 


Q@. Do they not all say “since the second of September” or “after the second — 


of September’’?—A. It may be that. 

Q. My impression was they were to take effect immediately at midnight on 
the second of September because the state of war which actually broke out on 
the morning of the third was dated back to the first minute of that day as far 


as those regulations were concerned. It may be a small point——A. I only want — 


to get these points in and then afterwards they may be discussed. 


By Mr. Lesage: | | 
Q. Why do we say here, “in any of His Majesty’s dominions or possessions”? 
Nowhere else in the act will you find that. You always say, “in any other 
country.” This is the only place you will find it. I do not see why you use 
those words. 


By the Chairman: 


@. They would seem to be needless? —A. They are needless. 
Q. ‘“‘Patented in any other country.” 


Mr. Marauis: Delete “in any of His Majesty’s dominions or possessions.” 

The CHAIRMAN: Yes, “patented by the same inventor in any other country.” 

The WirNEss: Page 6, line 8, delete the word “eight” and insert ‘‘seven”, 
‘1937.’ There is no correction in section 5. Then we add a subsection 6 to 
section 28 which reads as follows. . 


By the Chairman: 

Q. Is it long?—A. No. 
Nothing in the provisions of this section shall be deemed in any way 
to affect or to operate in derogation of any rights as to the revival or 


restoration of any lapsed rights to or in respect of any patent of invention — 


applied for or acquired under the provisions of this Act which may be : 


asserted or claimed by any person under and in virtue of the stipulations 
of any treaty of peace or convention entered into on behalf of Canada 
and ratified by parliament with any country with which the allied and 


associated powers are or have been at war, with regard to industrial — 


property or otherwise affecting patent rights. 
By Mr. Lesage: 


@. May I intervene here to remark that if you put in subsection 6 you 


cannot delete the words in line 49 on page 5, “with which Canada was at war.” 


—A. The reason why I deleted that was that this committee has always — 


impressed on me that this is peacetime legislation. The one reason I 100k that out 
was on account of that. 


a 
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@. But subsection 6 has no meaning if you take that out. —A. Quite so. I 
would have to leave in there, “with which Canada was at war.” I would require 
~ to leave that in. 3 


The CHarRMAN: You leave in the words, “other than a country with which 
- Canada was at war.” 


Mr. Fremine: Which line? 
Mr. LesAcs: Line 49 on page 5. 


By Mr. Fleming: 


(). In subsection 4?—A. In subsection 4. 

Q. Why do you bring in “allied and associated powers” in subsection 6?— 
_ A. The reason I brought that in was this. I have since learned there are certain 
peace treaties and certain treaties only now in the making, and I wanted to be 
perfectly clear I was not bringing in something here that was going to be at 
variance with anything the government might do. 


By Mr. Lesage: 
Q. Parliament is going to ratify—A. Yes. 


. Mr. Fuemine: In other words, you do not think it is enough to confine that 

— to “countries with which Canada is or has been at war”? 

Mr. Lesage: It is confined to that. 

Mr. Fuemine: Why bring in “allied and associated powers’’? 

Mr. Lesace: Because the treaties of peace are signed by the associated and 

allied powers. 

- Mr: Fiemine: Yes, but they are entered into on behalf of Canada and 

ratified by parliament. Is that not a sufficient definition? 

The Witness: I suppose it is. 

; Mr. Fuiemine: It is a matter of definition. I still do not see why you have 
to bring in a definition in those terms, “with any country with which the allied 

and associated powers are or have been at war.” Is it not sufficient to say, 

“country with which Canada is or has been at war”? We are not going into a 
definition of the scope of the treaty. We are simply trying to identify it. 


The Witness: I think you are perfectly correct there. 
Mr. Fiemine: Why bring in these others? 

The Wirness: I think that could be deleted. 

Mr. Lesace: “With which Canada was at war”. 


Mr. Fremine: “With which Canada is or has been at war”. That is at 
the end of the new subsection 6. 


Mr. Lesace: If I understand it correctly it is because there are some peace 
treaties signed now which are not ratified by parliament and there are some 
special conventions as regards patent rights, especially between Italy and 
~ Canada, for instance. : 


The Wirness: I understand from the newspapers that in the treaty restora- 
tion of certain rights has been made to Italy under Annex 15. 


By Mr. Stewart: 


Q. What rights are these? A. Rights in connection with industrial property. 
They involve all rights in industrial property. 

Q. Does that mean patents that were registered by Italians in this country 
revert to them? <A. I read it that way. I may be wrong. I think it is under 
Annex 15 of the peace treaty with Italy that they were restored to Italy. Those 
rights in industrial property were restored. 
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By Mr. Lesage: 

@. On certain conditions? A. On certain conditions. 

Q. Under certain conditions and certain limits of time. 

Mr. Stewart: Could we know what those conditions are? : 

Mr. Lesace: We will know when parliament has to ratify the treaty. If 
you read the amendment which was put forward it says “entered into on behalf — 
of Canada and ratified by parliament.” 

Mr. Stewart: Are we not being asked here to legislate on something we 
do not know anything about? . 

Mr. Lesacr: No, they will have to be ratified by parliament. 

Mr. Stewart: We do not know what we are legislating for. 

Mr. Hackett: You do not think that is something that is peculiar to this 
Act, do you? There are a few words here that I am not sure add anything to 
the statute. In the second line we have “or to operate in derogation of”. Does~~ 
that add anything to the word “affect”? Are we not just as far along if we 
say that nothing in the provisions of this section shall be deemed in any way 
to affect the rights as to the revival and restoration, and so on. Does “or to 
operate in derogation of any” add anything to it? It seems to me that is 
cumbersome, fulsome and without value. ; 

Mr. Fuemine: Mr. Chairman, perhaps Mr. Hackett might have added the 
word “tautological” there, but nevertheless “in derogation of” is a ie good 
statutory expression. I do not see that it does any harm. 

Mr. Hacxert: “In derogation of” is included in “affect”. I am not going 
to stick out for it, but it does seem to me we are getting a lot of very verbose © 
enactments. 

Mr. JAENICKE: Can we not head the whole section up by saying, “subject 
to any treaty which Canada may enter into”? 

Mr. Hacxert: That is another question which might come up, but when 
you have the word “affect” have you not in that everything that is imputed | 
in the words “or to operate in derogation of any”? 
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Mr. Marquis: Do you contend that is a repetition? » 
Mr. Lesace: It is a limitation. i 
Mr. Hacker: It is a diminutive which is included in “affect”, i 
The CHatrMAN: I have made a note of that. i 
Mr. Hacxerr: Then there is another one a little further on, “claimed by 
any person under and in virtue of the stipulations”. It seems to me that “by — = 
any person in virtue of the stipulations” should be sufficient. I do not see that 
“under” adds anything to it. = 
Mr, Lesacr: In French you would say “en virtue”. = 
The CHairMAN: Delete the words “under and”. e 
Mr. Hackert: Yes, and above that “or to operate in derogation of any”. * 
Mr. Rinrrer: You would leave the word “any” in. * 
Mr. Hackett: Yes. | * 


The CuarrMan: Asserted or claimed is another. 

Mr. Hacxert: It struck me there you might assert a right for somebody as 
distinct from claiming it for yourself, but I am quite willing to say “asserted” 
and let “claimed” go. 

The CHAIRMAN: Shall we hear from Mr. Robinson? 

Mr. Lesace: There is another subsection, I think. 

The Witness: I do not think so. 
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Mr. Lesace: No. 7? Did you not intend to add something with regard to the 
representations of the Canadian Manufacturers’ Association? 

The Witness: Yes. I am willing to let this stand because I wish to discuss 
this later on. 


The CuarrMan: All right, Mr. Robinson. 


Mr. Roprnson: Mr. Chairman, the Patent Institute finds itself in some 
difficulty in approaching this section in the bill as amended. 

. As one of the members of the committee said, this is an extremely difficult 
subject. The members of the institute feel this section is dangerous in many ways 
because, although it is a draft, the language is, in the view of the members of 
_. the institute, very likely to lead to difficulty when it comes to interpretation by 
_ the courts. The section as presented in the bill is practically identical except for 
the changes in the dates with sections 5 and 7 of chapter 44 of the statutes of 
1941. In the view of the institute that statute was not a satisfactory statute 
or a number of reasons. First of all it sets out-——and this is true of the bill—in 
the first subsection to deal generally with everything and then makes that subject 
to the granting of reciprocal rights. In subsequent subsections it goes on to deal 
specifically in somewhat different language with the kind of things already dealt 
with in subsection (1). 

= For example, subsection (1) says, in the case of rights relating to patent 
inventions which arise after September 2 and under particular conditions, a 
_ British subject or national of any other country which extends reciprocal privi- 
__ leges may accomplish any act, fulfil any formality, pay any fees and generally 
- satisfy any obligation prescribed by the laws or regulations of Canada relating 
to the obtaining of patents or invention. Now, it would be hard to find broader 
words with which to deal with the whole subject of extension. As I pointed out, 
this is made subject to the granting of reciprocal rights by foreign countries.. 


Subsection (2) says, 
Fees which have become payable under this Act since the second day 
of September, 1939, may at any time until the expiration of a period of six 


months from the coming into force of this section, be paid with the same 
effect as if paid within the time prescribed by this Act. 


_ Subsection (1) has already legislated in favour of fees but legislated only 

in favour of Canadian citizens, British subjects or nationals of any other 

country which extends reciprocal privileges. This section legislates with regard 

to fees without any limitation at all. You come again to the same sort of 

_ difficulty when you come to subsection (3). There are contradictions between the 
next subsections. The proposals which have been made by the commissioner of 
patents have been, I think, probably the best proposals that could be made to 
clear up what was, in the view of the institute at least, fundamentally an 
unsatisfactory sort of provision to accomplish purposes which everyone agrees 
it is desirable should be accomplished. 


For example, subsection (1) says, 


“5 In the case of rights relating to patents of invention which arise on or 
M4 after September second, 1939 . . . 


: _ Now, it is not quite clear what that means because a right to a patent of 
- Invention probably arises at the time of the making of the invention. I do not 
think that is really what was meant, I think what was meant was that any of 

the time limits say, for filing an application in Canada or for doing other things 
under the Act which had not expired on that date should be extended. Yet, 
curiously enough, that is what subsection (3) deals with specifically. I could 
go on at some length pointing out that sort of difficulty which the institute feels is 
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likely to arise under that section. With this difficulty in mind the members of the 
institute have given very careful consideration to the whole matter. I should say — 
here that the members are entirely in agreement with the purposes which are 
aimed at in this section. They have proposed a revision of this section, which, 
in their view, covers more concisely and with, therefore, less danger, the difficulty 
arising because of the conflict of provisions on the same subject in diffeerent 
subsections. I think all the members have copies of the proposed subsection. They 
were distributed, but I have some extra copies here in case some member has 
not one. 

This section is designed to accomplish exactly the same object as the section 
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in the bill except for one important point. The section in the bill would allow : 
a patent which was granted by virtue of that section to be granted for the normal — 
term of seventeen years. The result of that might be, therefore, that someone 
who had made an invention and published it on September 3, 1937, and would . 
therefore have had to file in Canada on September 3, 1939, to be within the — 
normal time limit for filing could file up to within six months of the passing ~ 
of this Act, or September 30, 1947. In other words, he could file eight years — 
later than he would normally have had to file and thus obtain a patent for the 3 
full seventeen year period. His patent would be granted in 1950 and expire — 
in 1967, whereas if he had filed within the normal time his patent would — 
~have expired in 1958 or 1959. a 

The members of the institute which includes not only patent attornese . 
in private practice, of which I am one, but also includes patent attorneys ES 
working for Canadian companies who are interested in the manufacture of — 
these articles, as well as the holders of patents, unanimously agree that — 
that is not a satisfactory result. Someone is going to get into this country — 
now and secure very special privileges which he could not secure except for 
this legislation. We feel he should get a somewhat shortened term on such a . 
patent, particularly having regard to this fact: in this country since November, 
1939, there has been in force an order in council known as the Patents, etce., 
Emergency Order, 1939. = 


Under that order it has been possible for anyone who filed outside the — 
normal statutory time limit to secure from the Commissioner of Patents-an 
extension of the time for filing his application if he could show he was not 
able to act within the normal time limit because of circumstances arising, — 
out of the war. The result of the existence of the order since 1939 has been 
that anyone who has any kind of case for not having come in within the — 
normal time limit has been able to come in and get an ordinary patent. — 
Therefore, this legislation is going to benefit only or substantially at least — 
those people who could perfectly well have come in before but, for some — 
reason or other, decided at the time they did not want to bother. Now, 
as there is legislation which offers those persons a chance, they will come in. 
In the view of the institute at least the primary reason for passing any legisla- & 
tion on this subject in Canada is to enable Canadians to get rights under 
foreign legislation which are made subject to the granting of reciprocity by Bs 
other countries. I think a good many members of the institute would have felt, 
had it not been for that, there would have been no need to have this legislation 
at all, since everyone who has had a case has been able to come in all right. _ 
The members of the institute, therefore, do feel strongly that anyone — a 
does come in now should not eet a patent which is going to expire perhaps as — 
late as 1967, whereas it should have expired eight to ten years earlier. 


Mr. Hacxerr: Can you say what has been done in the United States, Great — 
Britain and other countries? -_ 


Mr. Roprnson: Yes, the United States has put in a provision to aint | 
the same effect as the one of which I am speaking, notwithstanding the fact 
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that in the United States during the war there were no special priveleges to 
- allow anyone to get in outside the normal time limit. The United States had 
no order or law corresponding to our patents emergency order of 1939. There- 


fore, anyone who was unable to get in in the United States within the normal 
time limit could get a patent in the United States only by virtue of this legisla- 
tion which is known as the Boykin Act. Notwithstanding that fact, the United 
States limited any patent such a person could get to twenty years from the date 
he made his first application in any country. 

In England, they did have a Patents etc., Emergency Act of 1939, one section 


of which was in exactly the same terms as the’extension section of which I have 


been speaking in our patent order. So far, I have not seen the English legislation 


which, I understand, is at least in the discussion stage and is intended to match 


the American Boykin Act. I understand legislation is being cast in England 
largely for the purpose of enabling British subjects to secure the benefits of the 
Boykin Act in the United States. 


~Mr. Fuemine: Which expires on the sixth of August? 


Mr. Rosrnson: I think it expires on the eighth of August, 1946. You have to 
get an application on file in the United States before August 8, 1946. 


Mr. Hackett: 1947. 
Mr. Ropinson: 1947, I am sorry. Now, coming back to the section proposed 


by the institute, subsection (1) says, 


t 


Subject as hereinafter provided, the commissioner shall extend to the 
thirtieth day of September, 1947— 


It may be that it would be preferable to say six months after the passing of the 
Act. Frankly, we put the 30th of September, 1947, because it makes the 
operation of the section easier and it is probable that this Act is going to be passed 
before the 31st of March. You could put the 30th of September, or, if it were 
preferable, you could say six months after the passage of this Act. 


Mr. Lesace: What would happen if we gave certain rights to German sihioete 
by a treaty which treaty would likely be signed after the 30th of September, 
1947. 


Mr. Rosinson: If we are giving rights? 

Mr. Lusace: Yes. ; 

Mr. Ropinson: Such persons have to come in under the normal time limit. ° 

Mr. Lusace: But they could not, it would be after the peace treaty. 

Mr. Ropsrnson: I think it is inconceivable any peace treaty would give 
rights'to Germans beyond the rights which were given to anyone else. If there 
were special provisions in this legislation that treaty rights should, so to speak, 
override the legislation, the result would be that an Englishman would have to 
file before the 30th of September, 1947, but a German whose peace treaty might 
be signed in 1950 would be able to file in 1952; that would not be right. 


Mr. Lesace: But if we signed the peace treaty, what then? You will have a 


contradiction in your law. 


Mr. Rostnson: This legislation being in force, presumably the government 
or parliament would have some say about what was to be done about German 
industrial property rights. 


Mr. Maraquis: Perhaps we might include that section 6 after your section 


_ 284 as it is drafted now, to make that reservation. 


Mr. Roginson: We do not hold any very strong view about that, but our 
view is this; if such a section were going to give the Germans, the Italians and 


Japanese greater rights than were given to anyone else, then the provision should 


- not be in there and if it is not, then it is unnecessary. 
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The CHAIRMAN: I think Mr. Lesage’s point is this; it may well be that the 
treaty will not be signed in time for any German to apply now, and if the treaty 
is signed after the expiration of this time hmit and the treaty gives certain 
rights, obviously Canada should respect those rights. 

Mr. Ropinson: Perhaps those rights could be given by special legislation 
' if it became necessary at that time. 
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Mr. Lesace: It would be special legislation but it would be contradictory to : 


this provision. 

Mr. Roprnson: Possibly an amendment could be made to cover that when 
the time comes. 

The CHarrMAN: You would suggest amending the Act after the peace treaties 
are signed, if that is necessary? 

Mr. Roprnson: Yes, because in our view, it would be extremely unlikely 
that would be necessary. 


Mr. Fraser: Would not that P.C. 3558 which was signed on December 30, 


1946, concerning German patents in London, be taken into account in connection 
with that? 

Mr. Ropinson: That is only concerned with granted patents, ae not 
applications. 

The CuamMan: Perhaps some German would want to apply for a patent 
after the peace treaty was signed and I would think we would meet that situation 
when it arose. 

Mr. Lesace: I think section 28A with subsection (6) which was proposed 
covers this point in advance. When parliament ratifies the peace treaty, you-will 
not have to amend the Act. I think when the peace treaty is ratified*by parlia- 
ment the Act becomes the law of Canada and you would not have to amend this 
Act which you would have to do under Mr. Robinson’s proposal. 


Hon. Mr. Gipson: It would be safe to assume that they would not aed the 
enemy rights that were greater than we extend now to our allies. 


Mr. Marquis: Their rights will not be interfered with. They will be able 
to protect their rights if they come in within the period specified, within six 


months or two years. They have the right now, but they cannot ask for that. 


right. 
Mr. Lusacre: Have you the peace treaty, Mr. Mitchell? 
The Wirness: No, I have not got it. 


Mr. Ropinson: I have seen only the newspaper report of the Italian peace 
treaty; and certainly that clause in the peace treaty would have required no 
special legislation at all and would have required no clause in this bill, because 
there is nothing in this that would be contrary to it. What the German treaty 
may be like, I do not know. But the difficulty is the difficulty that the minister 
just mentioned. It seems difficult now to pass legislation which might have 
the result of giving the Germans some more rights “than are going to be given 
to British or American or any other allied countries. 


The CHairRMAN: On the proposed subsection 6 which the commissioner 
suggests, that subsection does not deal with any greater rights than are specifi- 
cally given by the treaty. 

Mr. Ropinson: Well, it may give them greater rights indirectly, that is 
what I had in mind, because they would come in much later with their patent 


applications than anyone else and they might get patents which would be. ; 


effective later than anybody else’s patent. And not only that, the clause pro- 
tecting third party rights in both the draft submitted by the institute and the 
section of the bill are based on applications, new applications with respect to 
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inventions at a particular date, the date of the passing of the section. If you 
give special treaty consideration to the Germans you might have this situation. 
Let us assume that the German treaty is signed in 1950—perhaps I am optimistic, 
but we will take that date—some Canadian in 1948 wants to manufacture some- 
thing. He makes a survey of all Canadian patents, and he makes inquiries 
_ under section 11 of the Act, and he is assured that there are no patent applica- 
_ tions; therefore he knows that he is free to go ahead. No more applications 
ean be passed. He goes ahead and he starts manufacture. The German treaty 
is signed in 1950. By it somehow the Germans are allowed to come in at the 
end of 1950 and file an application, and Germans come in and file an applica- 
tion for the thing which our Canadian has been manufacturing for three 
_ years. He gets his patent and he says to the Canadian: you are pata 
_ because the Canadian is not protected. 

Mr. Lesace: What about the present provision? 


| Mr. Ropinson: I am trying to deal with the kind of question that will 
% arise on signing of the German treaty if this sort of clause remains in. 


Hon. Mr. Gieson: It is the worst kind of clause that could be in. 

Mr. Lusace: Yes. 

ar Mr. Ropinson: The tendency so far as I have been able to see from the 
- newspaper reports would require nothing in the way of special legislation. That 
_ is, it does not give the Italians the right which it would give under the treaty 
subsection if this section were agreed to. | 

The CuatrrMaNn: I may be stupid about this Shing. Do I understand that 
you are arguing that we should now by the amendment we pass prevent the 
Germans from acquiring patent rights which may be assured to them if the 
_ peace treaty should be signed? 


- Mr. Rogpinson: No, sir. What we have in mind is this. If that does 
_ become necessary as a result of the treaty then legislation might be passed at 
that point, but any general treaty legislation now might have extremely 
- undesirable effects, such as the case which I suggested of a Canadian who 
_ started manufacture and then found himself faced with a German patent. 


: The CHarrMAN: I get your point; and perhaps it is this: your point is that 
_ if the German peace treaty should give certain rights to Germans which are in 
excess of the rights which we are now giving to others that those Germans 
should not be permitted to exercise those rights until the Patent Act goes back 
to the house and we amend it and similar rights are extended to others. 


Mr. Ropinson: That is partly the point; also that when such cases arise 
_ then this house should have an opportunity to, determine exactly what protection 
they are going to give Canadian manufacturers against such patent rights. 


Pe The CuairMANn: Oh, yes. 


Mr. Ropinson: Whereas if the treaty provision is put in now—perhaps I 
am labouring this too much, because it is not perhaps, as I said at the beginning, 
a point on which the institute holds particularly strong views. We would not 
ourselves be inclined to put it in. 

Mr. Hacxkerr: Your suggestion is this; you want to preserve the rights 
} but not extend them. You are willing that they should have the rights for the 
period which they would normally have enjoyed the patent if they had got 
registration? 

Mr. Fiemine: It is a little more than that. You want a twenty-year ceiling? 


Mr. Rosrnson: A twenty-year ceiling; that is, not more than twenty years 
om the date of the first application; which is exactly the same point that 
— n making. 
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Mr. Hacxerr: And what would happen if somebody had not made an — 
application anywhere? | 
Mr. Ropinson: You mean, if he makes his application in Canada? 
Mr. Hackett: Yes. 
Mr. Ropinson: Then it is simply a new application. 


The CuarrmaNn: That concludes your representation. I think perhaps the | 
committee would like to hear from Mr. Mitchell. 


The Witness: I do not exactly know what section 28-1(c) means; “or 
appears to the commissioner”. I do not exactly know what “or appears” means. 


Mr. Lesace: Surely it gives you larger authority. 


The Witness: I do not think the commissioner should have any larger — 
authority. 


Mr. Rogpinson: I will tell you why we put that in.~ If you could say — 
simply, such patentee or applicant is a British subject, and the country of which — 
he is a national gives reciprocal privileges—if it appears to the commissioner. — 
The difficulty is this, A man gets his patent and throughout the lfe of the — 
patent it is open to anyone to attack the validity of that patent on the — 
ground the country of which he is a citizen does not extend reciprocal privileges — 
to Canada, or that the patentee is not a British subject, and the patent — 
might be upset on those grounds. What we had in mind was that the com- — 
missioner is obviously the proper person to determine whether these countries — 
do give reciprocal privileges; and the commissioner in giving a man a patent — 
_ would have to satisfy himself as to whether or not that individual was a 
‘British subject, and also whether the country to which he belongs, if he is not — 

a British subject, extends the reciprocal privileges. q 


Mr. Lesace: Do you not think that is rather a broad subject? An appli- ; 
cant should be able to satisfy the commissioner, or anyone else, as to whether — 
he is a British subject. Why not put it that way? ‘ 


Mr. Roprnson: If it appears to the commissioner that he is a British subject, — 
sir. The point is this: by putting in “if 1t appears to the commissioner”, or “if ~ 
the commissioner is satisfied” then the patent once it is drawn is not open to — 
attack on that formal ground; whereas, if you do not say “if the commissioner : 
is satisfied” or “if it appears to the commissioner” any court may anywhere © 
at any time try the right to a patent on those particular points. We also 
think that it would be well to put in that other provision, “or that the country ~ 
extends reciprocal privileges”’. ‘ 

Mr. Hacxerr: If the commissioner made *: a mistake that would have nog 
bearing on the fact. e 

Mr. Ropinson: No. But there is some sort of provision under the patent 
emergency order of which I was speaking some time ago. The express provisions ~ z 
of that order are that the commissioner may grant an extension of any patent — 
for any period of years if he is satisfied that certain conditions exist. Now, once — 
the commissioner is satisfied that is so everybody knows where they stand— 2 
the patent has been granted on that basis, and it cannot be attacked once the ; 
commissioner is satisfied on grounds that the commissioner was not satisfied. : 

( 


The Cuamman: Gentlemen, I have a suggestion to make. I have listened 
to this discussion with a great deal of interest and I would like to make as 


suggestion now. We all appreciate very much the way in which the institute 
is helping in the revision of this bill, but I know very well that no two drafts- 
men will draft legislation in e: cactly the same way. Now, this is a difficult 
section to draft. I think that the commissioner is entitled to have his line of 
drafting followed. To me, it would seem to be rather unfair to our com- 
missioner if we flash on him a brand new section drafted by someone else and 
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ask him to fit his views into some other person’s drafting. I would think, Mr. 


- Robinson, that the proper procedure would be for you to take the section as 
drafted and to indicate one, two, three, in every place where the institute has 


an objection to the section as drafted, and to indicate that objection, and then 
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* we will deal with those one at a time. But to come along with a brand new 


section is, I think, hardly fair to our commissioner. 


Hon. Mr. Grsson: Is there not a certain merit in having the section in 
the same form it was in before so that any decisions that have been made on 
previous legislation will be available for dealing with this section? 


Mr. Rosrnson: So far as I know, sir, there are no decisions relating to the 
amendment to that 1931 legislation. There was one case in which there was 


™ the question of an extension. I should say, Mr. Chairman, that I have not 


discussed our ideas in detail with: the commissioner. It seems to us that it 
would be difficult to take this section and deal with the difficulties which seem 
to us to’ arise in connection with it. We tried to do that, but we found that 
we were not covering points which we thought were necessary, that we could 
not do that without possibilities of duplication and contradiction, and that it 
would be much better done by suggesting a redrafted section. 


Mr. Fueminc: Is the commissioner the draftsman of this section we have 


, in the bill, and are these further amendments that we have to-day from the law 
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officers? 
The Wrirness: I discussed them with the law oflicers as a matter of fact. 


Mr. Fuemine: It is going to be very difficult for the committee to sit in 
judgment on these different draftings. Mr. Robinson has indicated approval 
of the purposes of the section with one or two qualifications, and it is a problem 
of draftsmanship. Is there any merit in the Chairman’s suggestion that we should 
ask the commissioner, Mr. Robinson and the law officers, or the draftsmen of 
the section, to confer on this matter before our next meeting? I do not think 
we want to sit in judgment. 


The Witness: I wanted to refer to section 2 of this Institute draft so 
that you might know my objections. In section 2 of that draft Mr. Robinson, 
referred to a patent taken out in the United States and Canada on which the 
_ United States patent expired prior to the Canadian patent, and he thinks that 
in this particular section the Canadian patent should expire at the same time 
as the foreign patent, or the American patent. Now, what you are going to 
do there is this, you are going to throw the Canadian market open to American 
competition. The American market will be open to Canadian manufacturers 
as soon as the American patent expires and if the Canadian patent does last 
three or four years longer the Canadian manufacturer will have access to the 
American market provided he can meet the tariff walls and at the same time 
he would be protected as to his market in Canada. That is one point that you 
must take into consideration, and possibly the Canadian Manufacturers’ Asso- 
ciation have not looked on this in the way they should have. This is an 
opening of Canadian markets under patent to foreign patentees. 


Hon. Mr. Grsson: On the other hand, the Canadian Manufacturers’ Associa- 
tion has suggested that we should curtail. our patents to the life of the patent in 
foreign countries. I have a letter from the Canadian Manufacturers’ Associa- 
tion on that ground. 

Mr. Hacxerr: What is the argument back of that? 

Hon. Mr. Grsson: I think the argument was that after the patent expired 
abroad the manufacturers in Canada could manufacture for export, that the 
man who holds the patent can manufacture for export even when the world 
market is open. 
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The Wirness: There are third party rights in Canada, and if another party 
in Canada has his rights and is manufacturing in Canada he is protected also 
under the Canadian Patent Act in so far as there is any infringement; and he 
is open also to exploit the foreign market while also enjoying protection in the 
Canadian market. You have competition in the Canadian market with the 
patentee and the person who enjoys protection under the third party rights. 

Mr. Fuemine: I do not know whether this suggestion of mine has any 
merit or whether that sort of thing has been done in committees in the past. 
It seems to me if the parties cannot come more closely to agreement on the 
subject of draftsmanship at least we could have a clearer definition of the 
points at issue between them. I would ask you to take that in hand before 
the next meeting. | | 

The CHairMAN: I think the suggestion is a good one, but I think the parties 
would have to be at one as to what they want to achieve by the legislation. Mr. 
Mitchell has indicated he wants certain patent. holders in Canada to have rights 
extending only to Canadian manufacturers. 

Mr. Hacxerr: It is not a matter of draftsmanship. 

Mr. Fiemine: That particular point is, and that raised a question of policy. 
We have heard from Mr. Robinson indicating that in general he is in sympathy 
with the terms of the section. As I say, if there are points of it that require 
direction as to policy surely those can be isolated by conferences of the officials. 

The CHAIRMAN: Would you care to express an opinion on that point as 
to policy? 

Hon. Mr. Gisson: No. 

Mr. Marguts: Do you not think that section should stand? 

The CHarrMAN: All those in favour of the section standing? 

Mr. Lesace: Before we decide that might I ask the reporter to put on the 
record Annex XV of the Italian peace treaty because what I said a Mr. Robinson 
was true. 

The CHariRMAN: Would you mark it, please, and hand it to the reporter? 

Mr. Lresacre: We do not have to have all the clauses. It is only part. It 
is section 1, subsection (6b). | 

The Cuarrman: If you will clearly mark the part you want to go on the 
record it will go on the record. 

Mr. Hackett: It is an extract from the Times, is it? 

Mr. Lusacm: Yes. 

The CHAIRMAN: Have you marked it? 

Mr. Lesace: Yes. 

The CHaiRMAN: Shall the section stand? 


Mr. Fuemine: It is going to stand but can these officials get together before | 


the next meeting? 

The CHairMAN: I will see they get together. 

Mr. Stewart: I should like to suggest we have the whole annex reprinted. 
It is not very long. I think we should have the whole thing there. 

Mr. Lesacn: Not what. relates to insurance. 
Mr. Stewart: It is only a couple of clauses. 
Mr. Lrsace: Part (a) of the Annex. 
Mr. Hackerr: You have it in the blue book? 
Mr. Stewart: This is the peace treaty. 
Mr. Hackett: It might be better if they got it from an official document 
rather than from a newspaper. , ; 
Mr. Lesace: We give them rights. 
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_ “ANNEX XV 
SPECIAL PROVISIONS RELATING TO CERTAIN KINDS OF PROPERTY 


' A. Industrial, Literary and Artistic Property. 

A 1. (a) A period of one year from the coming into force of the present 
_ Treaty shall be accorded to the Allied and Associated Powers and their nationals 
- without extension fees or other penalty of any sort in order to enable them to 
accomplish all necessary acts for the obtaining or preserving in Italy of rights 
- in industrial, literary and artistic property which were not capable of aecomp- 
lishment owing to the existence of a state of war. 

(6) Allied and Associated Powers or their nationals who had duly applied 
in the territory of any Allied or Associated Power for a patent or registration 
~ ot a utility model not earlier than twelve months before the outbreak of the war 
> with Italy or during the war, or for the registration of an industrial design or 
model or trade mark not earlier than six months before the outbreak of the 
— war with Italy or during the war, shall be entitled within twelve months after 
_ the coming into force of the present Treaty to apply for corresponding rights 
in Italy, with a right of priority based upon the previous filing of the application 
in the territory of that Allied or Associated Power. 

a (c) Each of the Allied and Associated Powers and its nationals shall be 

accorded a period of one year from the coming into force of the present Treaty 
_ during which they may institute proceedings in Italy against those natural or 
_ juridical persons who are alleged illegally to have infringed their rights in 
- industrial, literary or artistic property between the date of the outbreak of the 
war and the coming into force of the present Treaty. 

2. A period from the outbreak of the war until a date eighteen months 
_ aiter the coming into force of the present Treaty shall be excluded in determining 

_ the time within which a patent must be worked or a design or trade mark used. 
3. The period from the outbreak of the war until the coming into force of 
- the present Treaty shall be excluded from the normal term of rights j in industrial, 
literary and artistic property which were in force in Italy at the outbreak of the 
war or which are recognized or established under part A of this Annex, and 
belong to any of the Allied or Associated Powers or their nationals. Consequently, 
~ the normal duration of such rights shall be deemed to be automatically extended 
in Italy for a further term corresponding to the period so excluded. 
= 4. The foregoing provisions concerning the rights in Italy of the Allied and 
Associated Powers and their nationals shall apply equally to the rights in the 
_ territories of the Allied and Associated Powers of Italy and its nationals. Noth- 
: inz, however, in these provisions shall entitle Italy or its nationals to more 
favourable treatment in the territory of any of the Allied and Associated Powers 
than is accorded by such Power in like cases to other United Nations or their 
- nationals, nor shall Italy be required thereby to accord to any of the Allied 
- and Associated Powers or its nationals more favourable treatment than Italy 
or its nationals receive in the territory of such Power in regard to the matters 
dealt with in the foregoing provisions. | 

5. Third parites in the territories of any of the Allied and Associated 
Powers or Italy who, before the coming into force of the present Treaty, had 

bona fide acquired industrial, literary or artistic property rights conflicting 
with rights restored under part A of this Annex or with rights obtained with the 
priority provided thereunder, or had bona fide manufactured, published, repro- 
~ duced, used or sold the subject matter of such rights, shall be permitted, without 
any liability for infringement, to continue to exercise such rights and to continue 
or to resume such manufacture, publication, reproduction, use or sale which 
had been bona fide acquired or commenced. In Italy, such permission shall 
take the form of a non-exclusive licence granted on terms and conditions to be 
- mutually agreed by the parties thereto or, in default of agreement, to he fixed 
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by the Conciliation Commission established under Article 83 of the present 
Treaty. In the territories of each of the Allied and Associated Powers, however, 
bona fide third parties shall receive such protection as is accorded under similar 
circumstances to bona fide third parties whose rights are in conflict with those 
of the nationals of other Allied and Associated Powers. 

6. Nothing in part A of this Annex shall be construed to entitle Italy or 
its nationals to any patent or utility model rights in the terriory of any of 
the Allied and Associated Powers with respect to inventions, relating to any 
article listed by name in the definition of war material contained i in Annex XIII 
of the present Treaty, made, or upon which applications were filed, by Italy, 
or any of its nationals, in Italy or in the territory of any other of the Axis 
Powers, or in any territory occupied by the Axis forces, during the time when 
such territory was under the control of the forces or authorities of the Axis 
Powers. 

7. Italy shall likewise extend the benefits of the foregoing provisions of 
this Annex to United Nations, other than Allied or Associated Powers, whose 
diplomatic relations with Italy have been broken off during the war and which 
undertake to extend to Italy the benefits accorded to Italy under the said 
provisions. 

8. Nothing in pane A of this Annex shall be understood to conflict with 
Articles 78, 79 and 81 of the present Treaty.” 


The CHAIRMAN: Section 10. 


Mr. Fiemine: Section 10 calls to mind the remarks of the commissioner in 
his opening at the first meeting of the committee in which he referred to the 
present necessity for an oath or affirmation to substantiate statements in the 
application. He pointed out that this is not to be found in the legislation of 
all countries, that probably it was borrowed from the United States, and if 
I remember correctly the commissioner’s statement he did not see any particular 
value in it. I understand that a great deal of time is spent in checking over 
these oaths and affirmations, and that in the result they do not serve any 
practical purpose. Can we not approach this broader question in connection 
with section 29 of the Act at the same time as we are considering this proposed 
amendment? 


Mr. Hacxetr: Can we not also say there seems to be in much of the legis- 
lation of the United States a tendency to have income tax returns and all kinds 
of returns made to the government under oath. Personally that is repugnant to 
me. I think we should have laws and if people disrespect them they should be 
punished, but it seems to me it is an unfortunate characteristic of legislation in 
other countries which is not a desirable one. So far we have escaped putting 
people on oath that they are following the law. I think it has a tendency to 
lessen all respect for the law and to lessen all respect for an oath. ~ 


The Witness: Section 29, as it appears in the Act, is probably a deterrent 


to someone fraudulently irying to obtain a patent. I have never had a case like 


that appear in the Patent Office. I am only saying it is probably there for that 
purpose although a case like that has never cropped up. 

Mr. Hacxertr: Would it not be well to wait a little while? 

Hon. Mr. Grsson: It is already in the Act. 


Mr. Marauis: It is already in the Act. It is only the filing of the oath or 


affirmation. 
Mr. Hacxert: “Such oath or affirmation as the case may be shall be filed”— 
Mr. Marauts: The inventor shall make oath. : 


The CuarrmMan: The inventor is already required under the Act to make 
oath, and it is simply the time. 
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{ The Witness: The office is quite open to leaving out section 29 if it is 
- found expedient to drop it in Canada. The office has no objection. I am only 
stating I think it was put there as a deterrent to fraud, but I have never known 
of a case of that nature arising in the Patent Office where anyone fraudulently 
tried to obtain a patent. 


By Mr. Fleming: 

Q. Does it add to the work of the Patent Office going over this requirement 
of the oath or affirmation?—A. It is a tremendous lot of work, and it is a 
nuisance in some ways. As I said, only three countries have it to my knowledge. 
They are the United States, Canada and Newfoundland. All other countries 
only have an application form. There is no other requirement at all. 

Mr. Fiemine: My suggestion is we ask the commissioner to bring in an 
amendment for our next meeting dealing with the whole of section 29 that will 
have the effect of eliminating the present requirement as to an oath or affirmation. 
It is clear it does not serve any useful purpose. 

Hon. Mr. Gipson: You would have him file a statement? 

Mr. Hacxert: Certainly. 

Mr. Fuemine: Yes. As you will recall in connection with dominion 
succession duties you do not require any oath there. The province require an 
oath but not the dominion. Surely that is just as formal. An income tax return 
is also just as formal a return as an application for a patent. In fact, a great 
deal more may hinge on it than hinges on a patent as far as general interest is 
concerned in this country. We have got a clear statement from the commissioner 
that the taking of these oaths and affirmations is a nuisance and it involves a 
tremendous amount of work. 


The CHatrMAN: If the oath is deleted as has been suggested should we He 
add a penalty section for a false statement? 

Mr. Hacxert: It is there already. 

The CHatrrMAN: The oath carries a penalty under the code, but if we delete 
the oath I think we should check carefully to make sure. 

The Wirnsss: There is a penalty clause. 

Mr. Janntcke: Is there not a penalty section for anybody making a false 
statement? 

The Wirness: Section 53 of the Act says: 

A patent shall be void if any material allegation in the petition or 
declaration of the applicant in respect of such patent is untrue. 
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fe The CuHatrMAN: That is not a penalty. 

> The Wrrnsgss: No, but it renders the patent invalid. If he says he is the 
first and true inventor and he is not the first and true inventor it renders it 
Invalid. 

& The CuHamrMAn: Should there not be a mandatory penalty for making a false 
statement? 


Mr. Marauts: There is no fine. 

The CHARMAN: There should be. 

Mr. Lesacp: You can add something to section 78. 

Mr. Fieminea: It could be put in section 79 which has to do with offenses 
and penalties. You have four penalty sections, 78 to 81 inclusive. Something 
of that kind could easily be inserted there, and the commissioner could bring 
in in his report on amendments to section 29 an amendment to one of these 
penalty sections that would cover the case adequately. 


Mr. BeuzizeE: What about the Criminal Code? 


- 
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The CuatrMan: The Criminal Code already covers it if it is a false oath. 
If it is. a false oath he is liable under the code ‘but if we delete the oath then there 
- should be a penalty under section 79. 


Mr. Hacxerr: What have we got in section 80? | 
Every person who (a) wilfully makes or causes to be made any false 
entry in any register or book, or (6) any false document or altered copy 
of any document, 


and so on. We could put something there. 


Mr. Lesace: Do you not find that the drafting of section 80 is very bad and 
there should be an amendment? 


Mr. Hacxkerr: Pardon? 

Mr. Lesace: Do you not think that the drafting of section 80 1s terrible? 
Mr. Hackett: Yes. 2 

The CuHarrman: It is terrible. . 
Mr. Lesace: It should be amended anyway. It cannot be left the way it is. 


Mr. Hacxert: I think the commissioner would be glad to give a little 
paternal attention to that. 


Mr. Marauis: It is pretty hard to commit an offense under that section. 


By the Chairman: 
Q. Would you do that, please?—-A. I will do so. 


The CuarrmMan: I have been asked that section 11 should stand. Section 12. 


Mr. Fteminc: Why are you allowing section 11 to stand? 


The CHarrMAN: I have been asked by the Patent Institute. They are not 
ready to make representations on it. Section 12. 

12. Section thirty-one of the said Act is repealed and the following 
substituted therefor :— 

Applications to be completed within twelve months. 

31. Each application for a patent shall be completed within twelve 
months after the filing of the application, and in default thereof, or upon 
failure of the applicant to prosecute the same within six months after 
any examiner, appointed pursuant to section six of this Act, has taken 
action thereon of which notice shall have been given to the applicant, 
such application shall be deemed to have been abandoned, but it may be 
reinstated on petition presented to the Commissioner within twelve months 
Abandonment and reinstatement. 
after the date on which it was deemed to have been abandoned, and on 
payment of the prescribed fee, if the petitioner satisfies the Commissioner 
that the failure to prosecute the application within the time specified was 
not reasonably avoidable. An application so reinstated shall retain its 
original filing date. 


Mr. Fiemine: There is no objection to section 12. 
The CuarrMan: Shall section 12 carry? 


Carried. 


Section 138. Perhaps some of the members would like to go back to the 
House for a few minutes before six o’clock. We will adjourn as soon as we have 


dealt with section 13 if you like to do that. While we are on the subject would | 


you like to work tonight at 8.30 or would you rather not? 
Mr. Fieminc: No. 
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The CHAIRMAN: Section 13. 


13. Section thirty-two of the said Act is repealed and the following 
substituted therefor :— 


Effect of refusal of a joint inventor to proceed. 


32. (1) Where an invention is made by two or more inventors and 
one of them refuses to make application for a patent or his whereabouts 
cannot be ascertained after diligent enquiry the other inventor or his legal 
representative may make application and a patent may be granted in the 
name of the inventor who makes the application on satisfying the Com- 
missioner that the joint inventor has refused to make application or that 
his whereabouts cannot be ascertained after diligent enquiry. 


Refusal of applicant to proceed. 


(2) In any case where 

(a) an applicant has agreed in writing to assign a patent, when 
granted, to another person or to a Joint applicant and refuses to proceed 
with the application; or 


Disputes between joint applicants. 
(b) disputes arise between joint applicants as to proceeding with an 
application ; 


Powers of Commissioner. 


the Commissioner, on proof of such agreement to his satisfaction, or if 
satisfied that one or more of such joint applicants, ought to be allowed to 
proceed alone, may allow such other person or joint applicant to proceed 
with the application, and may grant a patent to him, so, however, that 
all persons interested shall be entitled to be heard before the Commissioner 
after such notice as he may deem requistie and sufficient. 


Procedure when one joint applicant retires. 


(3) Where an application is filed by joint applicants, and it subse- 
quently appears that one or more of them has had no part in the invention, 
the prosecution of such application may be carried on by the remaining 
applicant or applicants on satisfying the Commissioner by affidavit that 
the remaining applicant or applicants is or are the sole inventor or 
inventors. 


(4) Where an application is filed by one or more applicants and it 
subsequently appears that one or more further applicants should have 
been joined, such further applicant or applicants may be joined on 
satisfying the Commissioner that he or they should be so Joined, and that 
the omission of such further applicant or applicants had been by inad- 


-vertence or bona fide mistake and was not for the purpose of delay. 


When patent to be granted to joint applicants. 

(5) Subject to the provisions of this section, in cases of joint appli- 
cations the patent shall be granted in the names of all the applicants. 
Appeal. 

- (6) An appeal shall le to the Exchequer Court from the decision 
of the Commissioner under this section. 


Shall section 13 carry? 
Carried. 


Section 14. 
Mr. Lesace: I have an Spe trait to section 14. 
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The Cuairman: Section 14 stands. We will carry the ¢ ones that are in the _ 


clear. 


Section 15. 
15. Subsection two of section thirty-seven of the said Act 1 is repealed 
and the following substituted therefor :— 


Divisional applications if more than one invention claimed. Proviso. 


(2) If an application describes and claims more than one invention 
the applicant may, and on the direction of the Commissioner to that effect, 
shall, limit his claims to one invention only, and the deleted claims may be 
made the subject of one or more divisional applications, if such divisional 
applications are filed before the issue of a patent on the original applica- 
tion: Provided that if the original application becomes abandoned or 
forfeited, the time for filing divisional applications shall terminate with the 
expiration of the time for reinstating or restoring and reviving the original 
application under this Act or the rules made thereunder.” 

Shall section 15 carry? 


’ Carried. 


Section 16. : 

16. The said Act is further amended by inserting immediately after 
section fifty-two the following section:— 
Jurisdiction of Exchequer Court. 

“59. The Exchequer Court of Canada shall have jurisdiction, on the 
application of the Commissioner of Patents or of any person interested, 
to order that any entry in the records of the Patent Office relating to the 
title of a patent be varied or expunged.” 


Mr. Lesacr: There is an amendment there. 

The Witness: In line 30 “of” the second last word in the line, should be 
changed to “to”. It should read ‘“‘to a patent”. 

The CHatrMan: It is moved by Mr. Lesage that the word “of” should be 


deleted from line 30—the second last word in the line—and in lieu thereof the 


word “to” substituted. Shall the section as amended carry? 


Carried. 


Section 17: 

Mr. Fraser: There was ie be a change in the fees; is that right? 

The Witnsss: Yes. 

Mr. Fraser: I suggested that there ibe a change there and the commissioner 
said he was agreeable. I think that that section should be studied and the 
fees jumped up a bit. 

Mr. Fuemine: An increase in fees has got to be tied in with an improve- 
ment in service to the public. Now, that is going to lead us into a wider field 
of inquiry. I do not suppose anybody would object to a modest increase in the 
fees as long as in return he is receiving an improvement in service which is com- 
mensurate. Now, this raises the same old question with which we started out 
about printing the patents, the increase of staff and improvements of facilities; 
and the point is: which is going to come first here, the egg or the hen? 

The CHaArrMAN: I suggest we should increase one fees and hope that the 
service will follow. 

The Witness: You cannot get the service without the fees being increaeeel 
or until the fees are increased. 


\ 
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Mr. Firemine: Mr. Chairman, as far as I am personally concerned I have 
no objection to any increase of the fees as long as we are going to undertake the 
printing of patents and have those prints available at a modest fee; and the 
suggestion has been 25 cents. 


The CuarrMan: The commissioner suggested the Egat be allowed to stand 


‘until we have had a report from that subcommittee. 


Section stands. 


Section 18: 

Mr. Freminea: That depends on section 17. 

The CuarrMAn: No, it is just the return. 

Mr. Freminc: The amounts depend on section 17. 

The CHarrMAN: Yes. 

The Wirnsss: Section 77 (18) as a matter of fact has outlived its useful- 


ness and probably might be repealed, instead of just changing the fee. We have 


had no case of restoration under this section during the last fifteen years, and 
I do not know that we could have any restoration under it anyway. 

The CHarrMAN: Section 18 of the bill?- 

The Witness: Yes. I am referring to section 77 of the Patent Act, the 
restoration of patents. | 

Mr. Furemine: Mr. Robinson could consider that and let us know his 
opinion at another meeting. 


The CuairMAN: Very well, gentlemen, shall we meet at 4 o’clock tomorrow 
afternoon; the morning is taken up pretty well with caucuses. 


—The Committee hades at 5.40 p.m. to meet Wednesday, March 5, at 
4 p.m. 
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MINUTES OF PROCEEDINGS 


WEDNESDAY, March 5, 1947. 


The Standing Committee on Banking and Commerce met at 4.00 p.m., the 
Chairman, Mr. Cleaver, presiding. 


Members present: Messrs. Belzile, Breithaupt, Cleaver, Fleming, Irvine, 
Isnor, Jackman, Jaenicke, Desage, Marquis, Quelch, Rinfret, Sinclair (Ontario), 
Stewart (Winnipeg North), Strum, (Mrs.), Timmins. 


In attendance: Mr. J.T. Mitchell, Commissioner of Patents, Mr. Christopher 
Robinson, Vice-President of the Patent Institute of Canada, and Major J. H. 
Ready of the Judge Advocate General’s office. 


The Committee resumed consideration of Bill No. 16, an Act to amend The 
Patent Act, 1935. 


Consideration of Clause 2 was again deferred. 


Clause 3 was amended as follows: 


By adding the word and immediately after the word “country” in 
line 8, paragraph (b) of section 12(1); 
By deleting paragraph (c) as section 12(1). 


Clause 3, as amended, carried. 


Further consideration was given to clauses 4,9 and 10, and Mr. Mitchell and 


~ Mr. Robinson were again examined in relation thereto. Several amendments to 


the said clauses were submitted and it was finally agreed to let them stand over 
until the next sitting for redrafting. 


At 5.45 p.m. witnesses retired and the Committee adjourned until Thursday, 
March 6, at 4.00 p.m. 


R. ARSENAULT, 
Clerk of the Committee. 


99 
$3563—1} 


i 
ad 


MINUTES OF EVIDENCE 


House of Commons, 
March 5, 1947. 


The Standing Committee on Banking and Commerce ‘met. this day at 


~4pm. The Chairman, Mr. Hughes Cleaver, presided. 


The Caiman: If it is your wish we will go back over the sections which 
were marked “stand.” Before proceeding I have a special request from our 
reporters that.the members of the committee should talk one at a time and 
should talk a little louder in order that they will be able to take an accurate 
‘report. 

Mr. Firemine: And oftener? 

The CHAIRMAN: Section 2 is marked “stand.” 

Mr. Fiemine: We were waiting for the minister on that. 

The CHAIRMAN: The minister is willing that the section should carry 


without amendment, namely, without a ceiling, as the section stands without 
amendment. Is that agreeable to the committee? 


_ Mr. Fremine: The point on which I wanted some assurance from the 
minister was that if the bill does authorize payment of a salary of $8,000 the 


- government will raise the present salary to $8,000, and that the section will — 
not be allowed to remain a dead letter. I do not believe in legislating dead 


letters. 
The Cuatrman: The proposal is that the section will stand as it is. 


The commissioner shall hold office during pleasure and be paid 
such annual salary as may be determined by the Governor in Council. 


It was suggested at our last meeting there should be a ceiling not exceeding 
$8,000, but I am now asking the committee to approve the section as it stands. 


Mr. Brerruaupt: Is it agreeable to the minister that the ceiling be out? 


The CuatrMAN: That the ceiling be out. It may well be that at some time 
in the future the minister might deem it wise to recommend a salary in excess 
of $8,000, and with that ceiling in there it could not be paid without amending 
the Act. 

Mr. Stewart: I think that would be a very wise suggestion because as was 
pointed out yesterday in evidence in 1928 the commissioner was paid $8,000, 
and now we are reverting to that today. I would be inclined to assume that 
the position of the Commissioner of Patents might be similar to that of a 
deputy minister in some ways. If that is so of course a salary of $8,000 
would be out of line completely. ) 

The CHAIRMAN: Shall the section carry without amendment? 


Mr. Fiemina: I am still holding out for a statement from the minister 
as to what the government is going to do about it. I do not want to legislate 
a dead letter. There is nothing here that compels the government to do 
anything. I think the committee ought to know from the minister as to 
whether the government is going to increase the present salary and if so to 


- what extent. That was the only observation I made on that section, and I 


still think we want that information. The thing will just remain a dead 
letter as far as the legislation is concerned. There is nothing in it that requires 


_ the government to do anything. 
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J. T. Mitchell, Commissioner of Patents, recalled. 


By Mr. Lesage: 
®. Is there something about it in the estimates?—A. I do not know. 
Mr. Fupmine: Is the minister coming? 


The CHaAtRMAN: He is not available. Undoubtedly we will have to meet 
again to clear the bill because we have some substantial amendments to deal 
with this afternoon. I want the committee to have the revised draft before 
them before we report the bill. If you are willing, Mr. Fleming, Il would suggest 
that the section should carry, and before the committee reports the bill we 
can take the matter up again when the minister is here. I do not see that you 


are committing yourself in any way by allowing us to carry section 2 but — 


withholding your vote on the reporting of the bill until you have an assurance 
from the minister. 


Mr. Fuiemine: It is not going to take us any more time if the matter stands. 
If the minister will just give us a one-sentence assurance, that is all I am 
asking for. 

- The CHARMAN: Are you content with my suggestion? 

Mr. Fiemine: No. - 

The CHairMAN: All right, stand. Section 12. 

Mr. Beuziue: Section 3 in the bill. 

The CHAIRMAN: Section 3 in the bill is already carried. | 

Mr. Fusemine: No. | 


The CHAIRMAN: As to section 11 of the Act.. We are now dealing with 
section 12. Section C is deleted. 


Mr. Rinrrer: And D relettered accordingly. 
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The CuairMANn: There will be a relettering. D will become C and the 


word ‘‘and” will be added to subsection B because of the deletion of C. Shall 
the section as amended carry? 


Carried. 


We come next to section 4 of the bill. 


By the Charman: 


Q. Would you make a statement, Mr. Mitchell, please?—-A. That is 
section 19A of the Act. 

Q. Yes.—A. Section 19A has been redrafted in the following way. 

@. Would you read very slowly?—A. Section 12A, subsection (1) .... 


Mr, Fuemine: It is 19A. You said 12A. 


The Witness: 19A, subsection (1). "f 


Mr. Fuemine: You said 12A. 
The Wirness: I beg your pardon. I mean subsection (1) of section 19A. 
The inventor of any improvement in munitions of war, as defined 


in the Official Secrets Act, shall, if required by the Minister of National 


Defence, assign to such minister on behalf of His Majesty all the benefits 


of the invention and of any patent obtained or to be obtained for the — 


invention, and the Minister of National Defence may be a party to the 
assignment. - 
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By Mr, Stewart: 


Q. There is nothing in there about a transfer without valuable considera- 
tion?—A. There is nothing in there about consideration, but I am adding 
Aay: 

In the event that the consideration for such assignment is not agreed 
upon mutually by the assignor and the assignee, the amount of considera- 
tion payable from the assignee to the assignor shall be referred to 
the commissioner who shall determine the amount of consideration 
payable, previded however, that either the assignee or assignor may | 
appeal the commissioner’s decision to the Exchequer Court. 

The CuHatrMAN: Carry on, Mr. Mitchell. 

Mr. Lesage: Would you lke us to discuss that now? 

The CuatrMan: I think that we had better discuss the entire section. 

The Wirness: Subsection 2 as revised reads: 

The assignment shall effectually vest the benefit of the invention 
and patent in the Minister of National Defence on behalf of His Majesty, 
and all covenants and agreements therein contained for keeping the 
invention secret and otherwise shall be vahd and. effectual, notwith- 
standing any want of valuable consideration, and may be enforced 
accordingly by the Minister of National Defence. 


By Mr. Fleming: 


@. There is no change in that one?—A. No change in that one. I am just 
reading it as itis. Then subsection 3 in the draft is cancelled and the following 
is substituted: 

Any person who as aforesaid has made an assigment under this 
section to the Minister of National Defence shall, in respect of any 
covenants and agreements contained in such assignment for keeping the 
invention secret and otherwise in respect of all matters relating to the 
said invention, be for the purpose of the Official Secrets Act deemed to 
be a person having in his possession or control information respecting 
the said matters which have been entrusted to him in confidence by any 
person holding office under His Majesty, and the communication of any 
of the said information by such first mentioned person to any person 
other than one to whom he is authorized to communicate with by or on 
behalf of the Minister of National Defence shall be an offence under 
section 4 of the Official Secrets Act. 


Mr. LesAce: Mr. Chairman, that is a very lengthy amendment. I think 
it will be very difficult to discuss this— 


The CHAIRMAN: I am suggesting that the commissioner should read into the 
record the full amendments. We will ask the reporting staff to transcribe them 
and to have sufficient copies made for every member of the committee, and 
they will be available at our meeting tomorrow. 


Mr. Lesace: Could we have them before the meeting? 
The CHAIRMAN: Yes. 
The Wirngss: I will get them to you tomorrow by 11 o’clock. 


Mr. BreirHavurpt: Do they have to be read into the record? Could they not 
be handed over to the reporter? 


The CHAIRMAN: The reason I am suggesting it should be read into the 
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record is for this purpose. This is what has finally been agreed upon by four 
different officials representing three different departments. I should lke them — 


to hear it and make sure they are in agreement before we consider it. 


Mr. Rinrretr: Would it not be simpler if we asked the three departments. 


to redraft the whole thing as they have it now and put it before the committee? 
The CuarrMan: If the committee will be patient I think we are near the end. 

The Wrrness: You are pretty near the end. There is no more serious 

writing to this. ) 
The CuatrMaANn: Carry on and finish as quickly as you can. 
The Witness: Subsection 4 reads as follows: 


Where any agreement for such assignment has been made the 
Minister of National Defence may submit an application for patent for 
the invention to the commissioner, with the request that it be examined 
for patentability and if such application is found allowable, may before 


the grant of any patent thereon, certify to the commissioner that, in the - 


public interest, the particulars of the invention and of the manner in 
which it is to be worked should be kept secret. 


By Mr. Fleming: 
Q. That is in place of subsection 4 in the bill?—A. Yes. Then ‘subsection 

9 of the bill will read— 
The CHairMAN: Before we leave this, subsections 5, 6, 7 and 8 go in 
pursuant to this memorandum which J will hand you, Mr. Reporter. 
(5) If the Minister of National Defence so certifies, the application 
and specification, with the drawing, if any, and any amendment of the 


application, and any copies of such documents and drawing and the 


patent granted thereon, shall be placed in a packet sealed by the com- 
- missioner under authority of the Minister of National Defence. 


(6) The packet shall, until the expiration of the term during which a 


patent for.the invention may be in force, be kept sealed by the com- 


missioner, and shall not be opened save under the authority of an order 


of the Minister of National Defence. 


(7) The sealed packet shall be delivered at any time during the 


continuance of the patent to any person authorized by the Minister of 


National Defence to receive it, and shall if returned to ge commissioner 


be kept sealed by him. 
(8) On the expiration of the term of the patent, the sealed packet 
shall be delivered to the Minister of National Defence. 
The Witness: Subsection 9 of the redraft reads: 


No proceeding by petition or otherwise shall le to have declared 
invalid or void a patent granted for an invention in relation to which a 


certificate has been given by the Minister of National Defence as afore- — : 


said, except by permission of the said minister. 
Mr. Marquis: There is no change? 


The Witness: Yes, there is, “shall lie to have declared valid or void.” a 


Sections 10 and 11 remain. 


In:.section’ 13— , 
Mr. Fitemine: How about 12? 


The Wirness: I think section 12 remains the same as the draft you have. a 
Section 13, reads, “the governor in council may make rules under this section 
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for the purpose of ensuring secrecy with respect to appleations and patents to 
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which this section applies.” The remainder is deleted. 


i 
; 
: 
, 


There is a section 19B added which will take care of the deletion of section 


12, subsection (c), which reads as follows: 


Section 19B. If by any agreement between the government of Canada 
and any other government it is provided that the government of Canada 
will apply the provisions of the last preceding section to inventions 
disclosed in any application for a patent assigned or agreed to be assigned 
by the inventor to such other government, and the commissioner is notified 
by any minister of the Crown that such agreement extends to the invention. 
in a specified application, such application and all the documents relating 
thereto shall be dealt with as provided in the next preceding section. 


Mr. Lesach: Does that section replace the section 19B concerning atomic 


- energy? 


The Wirness: No, cS 19B is now 19C and in 19C the second para- 
graph is deleted. 


The Cuarrman: Now, as arranged, gentlemen, you will all receive copies 
of these changes at eleven o’clock or sooner if possible. Shall we now turn to 


section 9 of the bill? 


Mr. Lesage: We received some copies of this draft before and I do not see 


“much use in putting in subsection (1) (a) when we have to redraft the whole 


section. 
The Witness: We will renumber it as number 1, 2, 3. 
Mr. Lesage: That will be done? 
The Witness: Yes. 
The Cuarrman: As to section 9 of the bill, I understand there are one or 


- two matters of principle as to which the commissioner and Mr. Robinson are at 


variance and as to which we are going to ask the committee to make a decision. 


Mr. Commissioner, would you please state those matters which are at variance? - 


Mr. Rozsinson: It has been agreed between the commissioner and the 


Institute that the text of section 9 which is to be used as a basis for discussion 


should be the text proposed by the institute of which I think all the members 
of the committee have a copy, with one or two minor changes which I can insert 
and which the members of the committee can write into their copy. If any 
member of the committee has not a copy, I have some extra copies here. The 
changes are these: in section 28A, subsection (1), line 3, the word “any” 

changed to “such”. Then, the rest of that line from and including the word 
“sections” is cancelled. The whole of the next line is cancelled and the next line 
up to and including the word “which”, is also cancelled. What I will read to you . 
now replaces it. 


Mr. Fiemine: Will you repeat that? 


Mr. Ropinson: On line 3 of subsection (1) cancel everything after the 
words, “fixed by”. Cancel the whole of line 4 and everything on line 5 up to and 
including the words “Act which” and substitute what I will now read-to you for 


those cancelled words. 


-——time limits fixed by this Act for the filing or prosecution of 

applications for patents, or appeals from the commissioner or for the 
payment of fees as —— | 

The last word is “as”. As revised, the opening part of the subsection would read, 

Subject as hereinafter provided, the commissioner shall extend to 

the thirtieth day of September, 1947, in favour of a patentee or applicant 
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such of the time limits fixed by this Act for the filing or prosecution of. q 
applications for patents, or appeals from the commissioner as for the — 
payment of fees as expired after the second day of September, 1939. 


- There is one other minor change in subparagraph (c).. Cancel the words, “it 4 


appears to”, and after the word ‘ ‘commissioner” insert the words ‘‘is satisfied’. 
Now, that text as amended, as I have just indicated, the commissioner and the 


institute have agreed might be taken by the committee as a basis for discussion. : 
Mr. Fieminc: What about the objection of the commissioner to sub- a 


section (2)? 


The Wirnsss: It still stands, I still object. to subsection (2) because I think 
subsection (2) should be amended. I ‘object to section 28A (1) (a), ~ 


by or on behalf of such applicants before the payment of the fee payable a 
on the grant of the patent. 


I think that is far too indeterminate a length of time. It might extend into 
years. There is nothing definite about that section and I object to that. 
However, Mr. Robinson assures me that can be straightened out. 


Mr. Fiemina: Straightened out or struck out? 
The Wirness: He can overcome my objection. 
Mr. Firemine: That is quite an undertaking, I think. 


Mr. Jannicke: If I understand this correctly, section 28A is in addition 


to the proposed section 28. , 

The CuamrmMan: You have before you the single page draft presented by 
the institute. | | 
Mr. Jaznicke: This is what they proposed instead of section 28 here on — 
page 5? rs 


The CHairMan: That is right. Now, the question arises as to the commis- . 


sioner’s objection. He objects to the last, two. lines. 


Mr. Frrmine: Mr. Chairman, is there any other point inv olved there? I 
understood a different section of the bill contemplated an entirely new section 28, 
whereas Mr. Robinson proposes section 28, as I understand it, remain in the 
bill and that section 28A be added. Could you clear that up? 


Mr. Rosinson: Perhaps I have not made the point clear. What the chair- 


man asked Mr. Mitchell and me to do yesterday was to discuss which section 
should be in the bill as section 9, whether the text which was to be discussed 
would be the text which was in the bill for section 9 as amended by the com- 
- missioner yesterday or whether it should be the text of section 9 as proposed 


by the institute. 
The CHairman: Mr. Robinson, the question as I understand it, is one 
directed at the numbering of the sections. Would you please clear that up? 


Mr. Rosrnson: The numbering of the sections results from this section 
8 of the bill which contemplated certain renumbering. A section of the statute — 
was cut out with the result there is now a section 28 in the statute. Therefore, — 
the section of the statute which is to be inserted must be numbered 28A. 


Mr. JAENICKE: You must have known then we were going to delete section 
8 because we had these copies before we deleted that section of the bill. 


Mr. Ropinson: I had discussed that with the commissioner and the com- 4 ‘ 


missioner had indicated at that time he saw no objection to the cancellation of # 
the renumbering provision. = 


The CHatrmMan: We have reached a point in the argument where the com- - 


missioner says the last two lines of the draft which I have and on the new a 
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_ draft, the last three lines of subparagraph (a) are objectionable as being too 
indefinite. The objectionable words are, “by or on behalf of such applicant 
for patent before the payment of the fee payable on the grant of the patent.” 
Mr. Stewart: What words would the commissioner suggest instead? 

The Wirness: I have no correction. i 
Mr. JAENIcKE: I would like to have the commissioner’s suggestion as to. 
_ what is wrong with this drafting of section 28, or what. used to be section 28. 
The Wirness: The objection which I have to the section proposed by the 
institute is this; you are waiting until the application becomes ready to mature 
_toapatent. It may be three or four years before you invoke the section at all. — 
Now, anyone who wishes to come under the section should come in under the 
six months provided by the bill and should not wait for three or four years 
sitting on the fence trying to decide whether he will jump one way or the other. 


By Mr. Jaenicke: - 


Q. I think you misunderstood my question. Did you draft this section in 
the bill?—A. That was drafted originally by the office. 
Q. With your advice?—A. Yes, in discussion with one of the members of 

-, the Department of Justice. 

Q. Is it not all right the way it ig ew This one here? 

q. Yours?—A. It is up to you gentlemen to discuss the matter. The matter 
- has been opened by the institute and you can discuss it. I have no objection to 
discussing the form suggested by the institute at all. In fact, I think the dis- 
— cussion of it might be helpful to the bill. I want to get the bill through. The 
_ principles are the same although the method of arriving at it is different. Per- 
 sonally, I prefer to state definitely what you are doing rather than leave the 
section so loose; that is the point I wish to make. 


Mr. retary I should hke to make my position cae I would rather 
take the advice of our commissioner on these amendments, but I should certainly 
- like to be told the difference between the proposed amendment as we have it 
in bill 16 and the suggestion made by the patent institute. At our last meeting 
_ it was stated this is a very difficult subject. Personally, I cannot understand 
ail of it. Perhaps the commissioner will point out to us the difference between 
his proposal and the proposal of the institute in order to give us a better basis 
~ on which to form a judgment. 
The Witness: Both proposals aim at the same objective; it is only the 
~-methods which differ. 


= 


By Mr. Timmins: 


Q@. Is there a difference of principle at all?--A. No. 
Q@. Is it only a difference of draftsmanship, then? 
Mr. Lesacr: Not only that, but a very large discretion is given to the 
commissioner by the patent institute draft which is not given in the bill. | 
The Wirness: I objected before to section 28A only in view of the fact the 
- commissioner had a power there to which I am sure Mr. Fleming would object, 
as well as some others. I do not mean that personally, Mr. Fleming, and I 
quite agree with you on it. The section says: 
9 if the commissioner is satisfied. 
'.My objection to that is this; an applicant comes in and I am satisfied a certain 
thing is all right. Ten years after, when the matter comes into a court, it is 
said, “You cannot adjudicate on this because the commissioner was satisfied 
. at that time that the application was properly presented.” 
4 Mr. Marquis: This is a bar to further prosecution. 
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The Witness: It is for that reason I objected to it. I think Mr. Robinson 4 
is prepared to try to clear that up. 

The Cuarrman: I wonder if we could take one thing at a time. We are 
now discussing the objections of the commissioner to the last part of aie 
paragraph (a). We have heard from the commissioner; shall we hear from ~ 
Mr. Robinson? a 

Mr. Fieminc: Agreed. E 

Mr. ROBINSON Mr. Chairman, the reason the last part of subparagraph (a) — 
was put forward in the form in which it is was this: so long as the application — 
for a patent is pending any objection to the granting of the patent in that 
application may be brought forward and the appheant has no way of known 
beforehand what objections will be brought forward to the granting of his patent 
as a result of the search made by the patent office. It was because of that — 
inability of the applicant to know beforehand what objections might be brought — 
- forward and, therefore, his inability to know whether he needed the extension ~ 
given by this section that we suggested he might be able to take advent : 
of the extension given by this section at any time during the pendancy of his © 
application. We had in mind that the main thing from the public point of — 
view is that once a patent has been granted the public, particularly, should — 
know exactly what they are faced with, but during the pendancy of the ~ 
application 1t should be open to the applicant to take advantage of the extension 
provisions of this section, if necessary, as the result of the objections brown 4 
forward by the Patent Office. 


Mr. Fremine: May I ask this question? There is no digieuly between — 
Mr. Robinson and the commissioner up to the 30th of December, 1947. Now, 
what situation is likely to arise on the Ist of October which the commissioner. 
has not the power or is not required by the section as now drafted to dor : 
substantial justice? 


Mr. Rostnson: During the pendancy of an application, pe rhaps some time : 

in 1948, the examiner who is making a search might find there was some patent — 
In a foreion country which would be a bar to the appheant for a patent under — 
this section. He would cite that patent against the applicant. Until the — 
time the examiner cited that patent the applicant might, conceivably, not 
know of its existence. The patent might be one which had issued on such a 
date that if the applicant could get the benefit of these extension provisions — 
he would be entitled to have a patent over the foreign patent, where as, if he 
could not he would not be so entitled. Now, the difficulty is that he woud not 
know what he was facing until the examiner’s report came forward, ~h 
would be likely to be well after September 30 next. 
Mr. Fiemine: In case the application was filed before the 30th of September 
1947? 
Mr. Doheone Oh yes. Only those applications filed before September 30, 
1947, can benefit at all from these extension provisions. 


Mr. Freminc: You were taking the case of an application made and filed 
before the 30th of September, 1947. You were saying that after the 30th of — 
September, 1947, a situation might arise where if the time were extended as you : 
propose in these words the commissioner objects to, an opportunity or occasion ~ 
might arise for the commissioner to reject an application which if these words” 4 
are not there he is likely to allow? 


Mr. Ropinson: No, rather the reverse. 
Mr. Furmina: The reverse? 

Mr. Rosinson: The reverse. ag 
Mr. Fiemine: I had not thought of that. a 
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Mr. Ropinson: If these words were not there then the commissioner might 
be bound to reject the application whereas if these words are there. then the 
applicant could when he was faced with these objections overcome them asking 
for the extension granted by this legislation. The point is perhaps this; that 
: the applicant so long as his application was pending could not know whether he 
Ee the need the protection of this section or not and he would only find that out 
as the Patent Office makes objections to his application; so if you put a definite 
date, a definite time limit on the period within which he can invoke the pro- 
visions of this section, that may do him an injustice because after that time has 
4 expired something may be brought against him which he could overcome by 
invoking the provisions of this section at that time. 
Mr. Ftemine: Your draft goes beyond the terms of the American act, does it 
not? 
Mr. Rostnson: I think not. 


Mr. Fiemine: You think you are closer to the American act than the 
commissioner is? 


; 

: 

Mr. Rosrnson: I do not think there is very much difference. I had not 

looked at the American act lately from that point of view. The commissioner 

and I have had no discussion on that aspect of it. I have a copy of it somewhere. 
pT apologize, I am afraid I have not got it with me; I thought I-had. That is — 
‘something which perhaps will be EAR y enough to find out about. I would not be 

prepared to say that offhand. | 
The CuairMANn: Mr. Robinson, is there any reason why an applicant should 

“not take a blanket request on it before September 30, 1947? You see section 28 
(a) simply refers to the limitation of the time with respect to the filing or pro- 

oe of an application for patent, appeals to the commissioner and to the 
payment of fees. Why should an applicant be called upon to make a blanket 

“application for extension of time only in specific cases; why could he not make a 

F blanket application, provided he did it before the 30th day of September, 1947? 
| Mr. Ropinson: Well, Mr. Chairman, if there were a definite time limit in the 
statute such as the committee proposes I would certainly advise any client of 
mine to make in respect of every single application they have a request for a 
blanket extension. That is going to make a lot of additional work for the 

Patent Office if blanket applications are made, because’ it will probably be 

applicable to only about five per cent of the cases in respect of which such 

request is made. 

q The CHatrMAN: Would that involve very much work? It seems to me that 

the section limits the mitigation of the time limit with respect to the filing or 

prosecution of an application for patent, appeals from the commissioner and for 

E payment of fees. Why should not an applicant simply make a blanket request? 

' Mr. Rogsrtnson: Mr. Chairman, that could be done. It strikes us as being 

; unnecessarily complicated and likely to cause difficulties from the point of view 
of the Patent Office and from the point of view of the applicant. It means that 

us, request has got to be made in every single application filed under the pro- 
visions of this law. Whether or not they will fall-under the provisions of this 
law, such a request would have to be filed in every single pending application; 

3 it might involve a very substantial amount of work ‘which might be avoided 
by a little care in planning. 

4 The CHatrRMAN: What about the point the commissioner raised, that he 
- wants these applicants to make the decision on or before the 30th of September, 
and he does not want them to delay, to reserve their decision in deciding as to 

Remhich side of the fence they are going to jump? Is there any reason why these 

c applicants should not make up their minds by a given date if the commissioner 

objects to an indefinite delay. 
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Mr. Rosryson: Well, in the way in which you suggest that would be possible. | 
It would then be necessary for every single applicant to put in a request for an — 


extension in cases like this; that would be perfectly possible. 


The Wrrness: In the suggestion by the Patent Office it definitely states that 


any prior part would have to be before, or any earlier working would have to be 
prior to the date of September 2, 1937. That is giving the two years in section 
26. That would take away any possibility of coming across any patent at a 
subsequent date which would embarrass the applicant and which he thinks he 
could have got over had he known at an earlier date about this patent. 

Mr. Ropinson: I wonder, Mr. Chairman, if it would be possible to 
compromise the differences between the institute and the commissioner; if 
for both patents and applications some date later than September 30, 1947, 


were fixed as the terminal date for making an end of the request? Has the com- — 


missioner any views on what that date might be? 


The Wirness: I would say six months after the Act comes into force, and ~ 


it terminates then. That would give you six months in which to make your 
application. Anyone knows that the amendments to the bill are going on. 
They know more or less the context and should be quite prepared to file their 
applications in the Patent Office prior to six months after the coming into force 
of this bill. 


By Mr. Fleming: 


@. Have you any idea of the number of cases involved?—A. No. I think it — 


would be probably three or four thousand. 

@. It would be easy to overlook the necessity for filing a request.—A. The 
Patent Office provides for all applications filed in the interim, and also those 
filed under this section. They may come directly under this; but they have to 
make application as to whether they are coming under this amendment to 
the Patent Act or are going to remain under the rules and regulations under 


which they filed their applications between the 2nd of September, 1939, up to — 


- the date of the coming into force of this Act. 


@. Those rules and regulations went as far as the others?—A. Quite true; ; 
but I say they still may elect to say that they shall apply to applications pending ~ 


in the interim and also to patents which have issued in the meantime. 


By Mr. Jaenicke: 


@. The whole legislation is. for the purpose of putting these people back in 
the same position as they were in on the 2nd.of September, 19389?—A. I want — 


to do that. 


@. And give them a six months time limit within which to do it. a Yes, 


give them six months extra. 


Mr. JAmNicKE: I understand that is the object of the legislation put for- 
ward, and I think it is good legislation. 


Mr. Timmins: Supposing the difficulty is not run into until after the period — 


set in the Act? 


The CHatrMAN: May I ask a question to make sure that I thoroughly — 
understand this? Do I understand, Mr. Robinson, that you have no objection 


at all to the deadline made of September 30 as to filing? 
Mr. Ropinson: Oh, absolutely not. 
The CuarrMANn: And your request for an extension is with respect to the 


patent applications that are already filed and are now in process of being 
prosecuted? Do you think that in some cases additional problems may arise? — 
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* Mr. Ropinson: That is the difficulty, Mr. Chairman. A man Se file 
on September 30, 1947, and it might be very difficult for him during that day to 
know whether he had to request an extension or not. The difficulty arises with 
applications that have been filed. 


The Wirness: The Act provides that all’ ihe citations prior to September 2, 
1937, are not applicable in the prosecution of cases by the Patent. Office; and 
then you have overcome that objection, that is in section 26. 


~~ 

4 % 4 ; ; ans 5 

4 Mr. Ropinson: What is your proposal, Mr. Mitchell, for revision in sub- - 
; 

f 


section (a)? 
The Wirness: What I object to, Mr. ‘Robinson, is this carte blanche as it 

were; that you can still leave it open. 
a Mr. Ropinson: What do you propose in place of it? 
; The Wirness: I do not know. I think it should terminate on a deadline 
of six months; or in this case, the 30th day of September, 1947; that it should 
- terminate then. They have made their applications and they can derive the 
- benefits of this Act. I do not think they should be allowed anything further 
than that. I do not think they should be permitted to carry the benefits of 
the Act with respect to their applications for an indeterminate time. They are 
allowed to come under this Act at any time before the payment of the final fee. 
_ As to invoking its provisions ten or a dozen years afterwards, I do not think 
_ that should be allowed. 


By Mr. Lesage: 


»Q. What would you think of one year, which is the delay provided for in 
the peace treaties; twelve months after the coming into force of the peace treaties 
themselves?—A. You mean, in the bill? 

Q. Yes—A. Give them twelve months in which to do it? 

Q. Yes——A. In other countries, like the United States, it will expire on 
the 8th of August, 1947, and unless there is an extension made of that time 
they will not come under the terms of the peace treaty either for one year. 

e Q. But would that not be contrary to law?—A. When is the peace treaty 
~ coming into force? 

Q. You might as well ask me when it would be ratified. When it is ratified. 
That may be in June or July.—A. That is a very indefinite period and one that 
would be difficult to put in the form of an amendment. 


Mr. Fueminc: It would be better to have it fixed in the Act than: to 
leave it to be determined by something outside. 

Mr. Lesace: I agree with that. My suggestion is merely that we might 
take this as an example and set a period of twelve months. What would be 
the objection to twelve months? I merely offer that as a basis for discussion. 
Would there be any strong objection to a period of twelve months? 

The Wirness: The only thing is that- twelve months would be a tremendous 
amount of time to extend the benefits that would derive from an invention. 
Should you allow this extra time, this twelve months, I think that is too much. 
Mr. Furmine: And do you think that an extension of twelve months, such 
as has been suggested, would be rather out of line with what you are proposing 
to do? 

The Witness: I tell you it is so foreign to what the office deals with that 
it is rather difficult to do that. The point is that we always deal with something 
very precise as a rule. After it comes from parliament it usually is very 
precise. I may say that I am not in the habit of having stuff like this before 
me, and it is very difficult to come to a decision. 

The CuatrMAN: Then, Mr. Mitchell, is there any other way out of this 
problem? If you would extend that deadline date for say another six months 


1 
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and if an applicant pursues with reasonable diligence prosecuting his application «— 
would he not within an extra six months encounter all the potential problems — 


that might arise? 

The Wirness: I would say, assuredly. The reason I say that is due to the 
fact that he has already filed in the country of origin of the invention; and it 
has probably been filed there four or five years—such as in Britain or the 
United States—and that means that he knows all the prior art, and he knows 
exactly what he is up against. 


The CHAIRMAN: Are you content with the 3lst of March, 1948, tien: and — 


meeting the point in that way? I would have thought that the applicant would 
receive full status by the extension of time for the filing of his application; but 
apparently there is some question about that. And now, that being so, what 
would be the point of extending the date line to March Bi: 1948? Then it is 
up to the applicant. If he is not diligent; why, let him lose it. 


The Witness: All right, providing he is ready to come in then, and ~ 


providing his claim is in. 

Mr, JABNIcKE: I object to that. I think that the time is too long now. 
I object to any extension and I want to register my objection. 

Mr. FLemine: It is only a matter of another six months and it is going to 
clear up a lot of difficulties. 


Mr. Lesage: We would be giving that extra six months only for the second — 


part of 1t. 


Mr. JApnicxe: I am in favour of the patent legislation the commissioner . 


suggests. 


The Cuatrman: I do not mind freely admitting that I am a babe. In arms © 


on patent law. 
Mr. JAENICKE: So am I, 


The CHAIRMAN: We have been told, Mr. Jaenicke, that isparenty potential — 
problems may arise that would have led the applicant to file a different sort 


of application for patent had he known such facts. I do not think it is the 


wish of this committee or of the commissioner to deny any bona fide applicant 4 


the right intended to be given to him by this amendment. 
Mr. JABNICKE: I cannot see why six months is not sufficient. 
The CHAIRMAN: The only difficulty 1s the backlog which now obtains in 


the department and the consequent delay which will be absolutely imevitable ‘ 


in answering correspondence and that sort of thing; and since the institute 
know this law and feel that the extra time 1s necessary I would not want to 
set myself up and say: no, we will set an arbitrary six months limit in the 
law and you will have to abide By Th: 


Mr. JAmNICKE: Yes, Mr. Chairman; but the institute are speaking for + their os 


clients and for themselves: but we have a duty to the public also. 


Mr. Fiemine: Mr. Chairman, surely this is a matter of trying to do justice 


to all appheants—this whole question. I think it is clear from what has been 


said that issues may not be foreseen. If you are still getting applications filed _ 
up to the 30th of Setpember of this year issues may not be foreseen that may 
arise after that date. All that is suggested now is that you will provide another ~ 
six months to allow any such issues or conflicts between applicants to arise so 


that justice may be done between all kinds of applicants; those.patent appli- 


cations which have come in under the wartime order and those which are coming 


in under this amendment. It is a matter of doing justice to all. 


The CHarrMAN: I think this discussion has been helpful. I have just one ¥ 
suggestion which has been made to me and it is that as to the contentious part of — 
this section we will put a deadline of March 31, 1948; and that would amend the _ 


section to read March 31, 1948, instead of September 30, 1947. 
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Mr, Jaznicke: Have we discarded the bill we had before us, bill 16; if so, 


_why did we do that? The commissioner suggested a certain amendment yester- 
_ day and I diligently wrote it down. I cannot read it now, but I presumed that 


at the suggestion of the Patent Institute the Commissioner was going to meet 
their wishes on our language, the way we have it in our bill. 


The CuarrMan: I am afraid I will have to take some personal responsibility 
for that. I felt yesterday that since both parties were endeavouring to achieve 
the same end that our commissioner had a right, as a. matter of right, to have 
his draftsmanship followed. At the suggestion of Mr. Fleming the parties met 
and had a conference today. This conference has agreed, including the com-_ 
missioner, that the committee would accept the draft of the Patent Institute and 
would rule on certain points of principle that arise, but that the draft of the 
Patent Institute, in so far as draftsmanship was concerned, is entirely satisfac- 
tory to the commissioner. I wrote these various amendments just as diligently - 
as you did yesterday and apparently they are now scrapped. 


Mr. JAgEnicKkE: Of course, I think it is absolutely out of order. If the 


_ steering committee had met with Mr. Robinson and the commissioner it might 


have been all right, but I am a member of this committee. 
Mr. FLemina: Surely this is a tempest in a teapot. What we are trying to 


do is to get the best possible draftsmanship of what we all admit is a very 


dificult section on an absolute subject. We had three different versions yester- 


day. We had the original bill. Then we had the amended version put forward 


by the commissioner. Then we had the Patent Institute coming forward with 
another version. ‘They took exception to the draftsmanship of the bill. The 
suggestion was made yesterday, for the sake of helping out this committee, that: 
Mr. Robinson, the commissioner, and the law officer drafting the bill might meet: 
together. They have met together since last night and as I understand it they 


are suggesting to thé committee now that the.Patent Institute version might best 


serve as a basis on which the committee might now go to work. . There are 
several points yet to be cleared up, but from the point of view of draftsmanship 


- that is a suitable formula to work on. 


Mr. JAmpNicKE: Ags a general remark I should like to say that I prefer our 
own law officer of the Crown in conjunction with the patent commissioner to 
draw up any amendments to our Act rather thansany other institute or organi- 


— gation. 


Mr. Fieminc: Surely it is perfectly clear that the law officers of the Crown 


sat in on this matter with the commissioner and Mr. Robinson. There were 


- three individuals sat in to try to iron out the difficulties presented by three 


different versions, all for the assistance of this committee. The privileges of no 
member of the committee have been interfered with. 


Mr. QuetcH: Would it not be possible for Mr. Mitchell, Mr. Robinson and 


_ the law officer to get together and submit an amendment to this committee that 


they can agree upon? 


The CHAtrrMAN: The commissioner agreed to this proposed amendment to A 
and Mr. Robinson agreed to it. Shall we carry on? I understand that B is 


satisfactory to every one. Now we come to C. 


Mr. Lesace: It would be easy to take away the powers that are given to 
the commissioner to which we object if we delete the words, “it appears to the 
commissioner either that”. It would be a definite rule then. 

Mr. Marauis: It would take away the power and the discretion given to the 
commissioner. 

Mr. LesaGe: I do not know why the matter of “British subject” was put in 


there. I do not see the use of putting it there. 
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The Wirness: There shoul be no exception there for a British subject. at 
all. They can come in under the terms of the bill. If their country will give — 
substantial reciprocal privileges they can come under the bill. There is no right 
to exempt them. 

The Cuairman: Mr. Robinson has no objection to that coming out. 

Mr. Lesace: “Of which the applicant is a national”. 

The Witnsss: “And the country of which the applicant is a national”. 

Mr. Marquis: Patentee or applicant. 3 

Mr. Lrsacre: Such patentee or applicant. 

Mr. JAmNICKE: What is it as proposed now?. 

Mr. Lesace: It would read as follows, ““The country of which such patentee 
or applicant’— 

Mr. Breuziue: Start at C. 

Mr. Lesace: “The country of which such patentee or applicant is a national - 
gives substantial reciprocal privileges to Canadian citizens.” 

Mr. QueicH: Is that C? 

Mr. Lesace: That would be C if my amendment is carried. 

Mr. Jaenicke: And everything else is struck out? 

The CuHarRMAN: “Such patentee or applicant is a national of a country 
which gives substantial reciprocal privileges to Canadian citizens”. 

Mr. Lesace: That is better English. 

The CuHarrMaANn: ‘Is that as ee 


Carried. 

Is there any objection to sub-paragraph 2? 

Mr. Fieminc: The commissioner has an objection to that. It is on the 
‘question of importation. 

The Witngss: It is not only importation, but actually an application may 
be filed in the, United States, and owing to the length of the prosecution there 
the Canadian patent filed under this section may absolutely go out and the 
United States patent might still be in force. 

Mr. Fiemine: What has Mr. Robinson to say about that? 7‘ 

Mr. Rosrnson: Mr. Chairman, this proposed subsection 2 was put forward 
by the Patent Institute although it might appear to be against the interests ~ 
of the people that most members of the Patent Institute represent, namely, the — 
patentees, but it was put forward by the Patent Institute because in the view 
of the Institute it was to the public advantage that patents granted to people 
who had had very many opportunities to come into this country and get patents — 
under the legislation which was in force all through the war but did not take — 
advantage of it, and now take advantage of this very special legislation, should — 
be somewhat restricted. However, it is certainly not a point on which the 
institute feels particularly strongly. The suggestion which was discussed with 
the commissioner this afternoon, and which I understood the commissioner might _ 
agree to in place of what is suggested here, was that instead of the life of 
the patent being 20 years from the date of the first application it should be 
17 years from the date of the filing of the Pn in Canada. Mr. Mitchell, 
what do you say? 

The Witness: What is that? 

Mr. Ropinson: Would you agree to 17 years? 

The Wrrness: I would agree to that, but there is another objection also. 
This is the objection. I do not want a Canadian patent to expire before thei 
foreign patent because it throws. the Canadian market open to invasion. by i 
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- foreign countries. I want Canadian industry to flourish to such an extent 
_ that at least it is able to take care of itself before the patent expires in Canada. 
5 ~My reason for saying that is that there are third party rights in Canada. 
- You have to remember that. It is not an absolute monopoly you are giving 
A at all. There are third party rights in existence. You have competition in 
' Canada, but you do not want to have unfair competition from everyone 
- coming in and dumping stuff in Canada because the patent in Canada has 
expired due to any legislation which we may invoke now. 
E. Mr. Fiemine: Do you meet the problem by changing the last word of the 
| section? 
¥¢ The Cuainman: Whichever date is later. 
Mr. Fuemine: You are going to get into hot water if you do that. 

Mr. Rosinson: I think that would be worse. 
The Wirness: We would have to mhieht that. It would have to be 
 redrafted altogether. } 
4 Mr. BeuziteE: Your subsection is. very ota 


q The CHAIRMAN: What about subparagraph 3? 
The Witness: The principle of 3 is perfectly acceptable. It agrees very 
4 much with what we had in our own draft, that third party rights should be 


recognized. 

Mr. Fuemine: Then we can leave over subsection 2. 

The CHAIRMAN: Leave over 2. 

Mr. Fiemine: I think we can indicate to the commissioner, can we not, 
, that we think the point is well taken. We do not want to see the Canadian 
- patent expire before the foreign patent. Is there any serious objection to that 
$ from the point of view of Mr. Robinson? 
Mr. Rosinson: No, I do not think so. 
Mr. FLemine: It availa not be difficult to phrase the section as long 
: as that principle is to be preserved. 
“a Mr. Rosrnson: I have no doubt if you sat down to draft it it would 
be possible. It is a little difficult to draft at the moment. 


i Mr. Furmine: If you clarify that matter of substance it should not be 
difficult to work out a draft that is acceptable to both. 
‘f The Wirness: You can work out a draft and say the Canadian patent 


shall not expire before the date of expiry in the country of origin of the 
_ application. It would have to be done in that way. 


The CHAIRMAN: We will leave that for drafting. 


a Mr. LesAcn: Just before we go on, what would be the effect of subsection 3? 
Would third parties be, allowed to go on with the Pa ae of the subject 
matter of the invention? 


Mr. Rosrnson: Yes, they would. 
Mr. Lesace: We do not say that. 


i. Mr. Rosinson: The purpose of the subsection is that anyone who has 
_ started to do anything with an invention before March 31 should after that 
date be in effect as free as if the patent did not exist. The reason that it does 
not say that he should have the right to continue to do something is this. If 
: you say that someone who has manufactured, used or sold before March 31 
should have the right to continue to do that afterwards it is at least arguable 
that his right is limited to what he had begun to do before. You might have 
: under a section so phrased this ridiculous situation, that someone on March 
_ 15, 1947, had begun to manufacture something but he had not got enough made 
to sell any. All he had done was manufacture by March 31. He might then 
83563—23 
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find himself restricted after March BI simply to manufacturing. He would 4 


not be able to sell anything. What we had in mind, and what the commissioner 
and the Patent Institute can agree on in principle, is that anyone who has started 
to do anything with an invention before March 31 should after that date be 
just as free as if there were no patent. 

What the section provides is that no claim for the infringement of any patent 


of this specified kind shall be made against any person, or the successor in ~ 


business of any person, who had done certain things. Therefore, anybody who 
can show-that they had done any one of the things specified in this subsection 
would then be exempt from any claim for infringement brought under one of 
these patents granted by virtue of this section. ; | | 

The CuairMAN: If that is the intention, is there any reason why we should 
not use the commissioner’s section? 

Mr. Lesace: Do you not think it is a little broad? 

Mr. Rosinson: Mr. Mitchell, I think you were thinking of subsection (5), 
were you not? That is the one which was directed to this Eos Subsection (5) 
of the former draft said, 

no patent granted or validated under the provisions of the last 


preceding subsection or of this subsection shall abridge or otherwise 


affect the right of any person or his agent or agents or his successor in 
business to continue in manufacture, use or sale commenced before the 
coming into force of this section by ‘such person nor shall the continued 
mantifacture, use or sale by such person or the use or sale of the devices 
resulting from such manufacture or use constitute infringement. 


The difficulty with that draft appeared to be the difficulty I mentioned a 
moment ago. It simply gave the right to continue after March 31 what you 
had begun to do before March 31. It made it a negatory right. You might 
have started in to manufacture and not have sold anything. The right to go on 
manufacturing without the right to sell would be an empty right. 


Mr. Irvine: Was there any case of that sort under the old Act? 


Mr. Rosrnson: There are no decided cases at all under the Act of 1921 of — 


which I know. 
The Witness: Section 28 (3) says, 

Provided that such extension shall in no way affect the right of any 
person, who, before the enactment of this section, was bona fide in 
possession of any rights in patents or applications for patents conflicting 
with rights in patents granted or validated.... 

t goes right along and then section 5 comes in and it clears it up. 
Mr. Lusace: It is clearer in your first draft than it is this time. 


The Cuairman: The point, Mr. Lesage, as it has been explained to me is — 


this; in subparagraph (3) as drafted by the institute, once a person qualifies 
himself under that section, then he is at hberty to continue to do anything at 
all with respect to a patented article. 
Mr. Lesace: But the section does not say so. , 
The Cuarrman: Could you add a few words to the section whereby you 
would add to the section the legal effects which flow as a result? 


The Wirness: Just before you start, Mr. Chairman, supposing a third party j 
had started to make an article for himself, for his own use, but had not any — 


intention of selling it. He made it for his own use and probably some of his 


friends came and asked him if he would make one for them. Is that man to 


be allowed to enter the manufacturing business afterwards? 
Mr. Lesace: He will under the section as drafted by the institute. 
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| The CHaAirMAN: Gentlemen, shall that stand for the commissioner and Mr. 
Robinson to redraft? 


Mr, LesAce: Mr. Chairman, there is another point there. I still think even 
_ if we were to take this drafting by the institute we should add what was proposed 

by the commissioner as subsection (6) to cover the coming peace treaties. I do 
- not see how the institute could have any objection to that. You see, we are 
- given until the 30th of September or the 31st of March. Here, I have a peace 

treaty with Italy which should be ratified by the Canadian parliament about 

June by the terms of which we give twelve months to Italian nationals to come 
_ in with their applications. This must be covered in. advance if we are to avoid — 
_ having this Patent Act come up every session for amendment. We must avoid 
a conflict of laws and we would do it by the amendment as proposed by the 
commissioner. 


The CuatrMAN: Is not the objection to that, though, just this; if we had 
what you suggest we might find ourselves in the position whereby we ‘wave to the 
Italians or the Germans rights in excess of those we gave to our own people? 


Mr. Lresace: No, because they are Asta scl in the treaty, but they are 
different from the Act. 


Mr. Fiemine: We do not want a conflict, at any rate, and I would suggest 
if Mr. Robinson has not already given consideration to the subsection (6) 
proposed by the minister, that might be considered along with the other changes 
being considered to-night. 


The CuHarrMAN: Are there any Pe Mr. Lesage? 
Mr. Lesace: No. 


‘ 

: 

i The CuatmMan: Then, coming to section 10 of the bill which has to do with 

_ the oaths. Mr. Hackett brought this matter up yesterday, you will recall, but 

is unable to attend the meeting to-day. He wrote me a letter which I feel I 

Ns read to the committee so the committee will have Mr. Hackett’s views 
efore it. 
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I cannot be at the meeting of the Banking and Commerce Committee 
this afternoon. 

I would be glad to see the affidavit presently exacted on application 
done away with. 

I think that people in their dealing with the government should tell 
the truth and, if they miss it intentionally, they should suffer. 

I have two objections to the oath being used indiscriminately. One, 
people are frequently called upon to swear to facts of which they can 
have no personal knowledge and, secondly, a too frequent resort to the 
oath tends to diminish ones respect for it. 

I feel that in some countries oaths are taken so frequently their full 
significance has ceased to be uppermost in the minds of many. 

I am not sure that the cancellation of the patent is a proper method 
of dealing with the false statement in the application. This might entail 
: - loss to an innocent party. A beneficiary of the patent who has financed 

it or possibly owns it might, under such an enactment, find himself unfairly 
penalized. 

I believe the committee was fairly well in agreement yesterday that the 
provision for the oath should be eliminated and a proper penalty section incor- 
porated in the Act to punish offenders. 


Mr. Mareguts: When there is an oath it is certified; there is evidence that 
someone has sworn to the statement. If you replace that by a declaration or 
signature, it should be before a witness and should be certified by someone else. 

! I had a case a few weeks ago. Someone came to me with an invention and 


118 STANDING COMMITTEE i 


I found out that this invention had been patented overseas. Whe I asked him ~ 
to swear a declaration, he refused to do so. If his signature had been ~ 
required to the statement, I am sure he would have signed it. 


Mr. Stewart: Even if penalties were added?’ 
Mr. Marauts: If you only have the signature of a man, it would be difficult 
to prove. Someone may say, “I never signed it.” There should be the certificate 


of some person in authority who attests to the signature. However, I am in 
favour of getting rid of the oath. 


The CHARMAN: I understand that the unison of the oath provision 
would save the department a lot of work; is that true? 

The Witness: Yes, it would. There is no doubt about that. 

The CHarrman: If that is the case, would not your objection, Mr. Marquis, 
_be met by requiring that the signature should be witnessed? 

Mr. Marauts: Yes, that is the point. 

The Cuairman: There is no objection to that. | 

Mr. JAENICKE: Supposing the oath to the signature is false. If you have 
an affidavit, you can go after the J.P. 

Mr. Marquis: If you have that you could go after the J.P. 

Mr. JAENICKE: It is the same thing. | | 

The CHarRMAN: What are the views of the committee in oe to the — 
penalty which should flow from a false statement. 

Mr. Lesage: It should be the very same penalty as that contained in | 
section 80. ‘ 

Mr. Marquis: There is no provision for a fine in that section is there? . 

Mr. Lxsace: Yes, 

—is guilty of an indictable Mfletee and shall be lable to a fine not 


exceeding five hundred dollars ($500) or to imprisonment for a term not 
exceeding six months— 3 


The Witness: You would find. that under the heading “Offences and 
Penalties”. 


Mr. Marauis: You should add a subsection to take care of it. 


Mr. Fremine: I think we agreed yesterday that section 80 would need 4 
revision, in any event, so it could probably be drafted to cover this case of false 
statement. I think we would have to see that, Mr. Chairman. 


* 
Mr. Lesage: Could we have that to-morrow, your proposal for the amend- q 
ment of section 80? 
The Wirnxss: If you have a draft of what you desire with regard to the ~ 
- section, it would be easy enough to add a small subsection covering penalties — 
for false statements. As the section appears here, every person who makes any 
false documents—I do not know what it means. . 
The CuatrMAN: Shall section 10 of the bill, then, be deleted? - 


_ Mr. Fiemrne: It is more than section 10, Mr. Chairman. We have to go q 
back to section 29 of the Act and eliminate some things in section 29 of the Act. — 
Mr. STEwarT: Section 29 would have to be revised. 
The Witness: Section 29 deals only with these affirmations under the Act. 
If you are going to do that, “oath or affirmation” you have to repeal the whole © 
of section 29. 
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Mr. Fuemine: That is the point I am making. 


The Wirness: You will have to repeal it within the year. It would have 
to be effective not earlier than April 15, 1946. We cannot allow applicants 
to come back and request us to restore applications which have failed under 
section 31 because they had not completed their applications. We cannot do 
that. We would have to have that repealed effective as of April 15, 1946. 


Mr. FLemiInc: You mean repealed as to applications filed on or after 
April 15, 1946? 


The CuHarrMan: I think the committee has agreed on what it desires to 
accomplish and the drafting will be up to the commissioner. 
Section 11, Mr. Lesage, you asked for that section to stand yesterday? 


Mr. Lesace: No, I was not the one who asked for that. I think it was 
_ Mr. Fleming. 


Mr. FiEemina: No, it was not I. 


Mr. Rosinson: I think I was the one who suggested that change. I 
think I said that the institute and the commissioner propose to replace section 
11 by a revised section 30. We all agreed on this revision. I think I have 
sufficient copies here to pass around to the members who are present. It 
reads as follows: 

11. Section thirty of the said. Act is repealed and the following 
substituted therefor :— 

30. (1) Any applicant for patent who does not appear to reside 
or carry on business at a specified address in Canada shall, at the 
time of filing his application or within such period thereafter as 
the commissioner may allow, nominate as his representative a person 
or firm residing or carrying on business at a specified address in 
Canada. 

(2) Subject as hereinafter provided, such nominee shall be 
. deemed to be the representative for all purposes of this Act, including 
5 the service of any proceedings taken thereunder, of any such 
applicant and of any patentee of a patent issued on his application 
= who does not appear to reside or carry on business at a specified 
address in Canada, and shall be recorded as such by the commissioner. 

(3) An applicant for patent or a patentee may by written 
advice to the commissioner appoint another representative in place 
of the last recorded representative, or may advise the commissioner 
in writing of a change in the address of the last recorded represen- 
tative, and shall so. appoint a new representative or supply a new 
and correct address of the last recorded: representative on the 
despatch by the commissioner to him of a notice in writing by regis- 
tered mail that the last recorded representative has died or that 
a letter addressed to him at the last recorded address and sent by 
ordinary mail‘ has been returned undelivered. 

(4) If, after the despatch of a notice as atireaban by the 
commissioner, no new appointment is made or no new and correct 
address is supplied by the applicant or patentee within three months 
or such further period as the commissioner may allow, the 
Exchequer Court or the commissioner may dispose of any proceedings 
under this Act without requiring service on the applicant or patentee of 
any process therein. 

(5) No fee shall be payable on the appoiniment of a new 
representative or the supply of a new and correct address, unless 
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such appointment or supply follows the despatch of a notice in 
writing by the commissioner as aforesaid, in which case the fee 
payable shall be five dollars. 


Note TO SECTION 11 


This is proposed in place of the section in the bill in order to 
strengthen section 30 of The Patent Act. As it stands, the section 
requires the appointment of a Canadian representative for service, 
but does not ensure the appointment of a new one if the first dies or 
cannot be found. It is desirable that a representative for service should 
always be available so that a Canadian manufacturer who wants to 


manufacture something which may infringe a patent owned by a non-- 


resident may, before undertaking manufacture, be able conveniently 
to obtain a judicial determination of his possible liability. 

Under the proposed section, such a manufacturer could notify the 
commissioner that the patentee’s representative for service was not 
available, and the patentee would then have to appoint a new one or 
suffer the consequences of not being represented in legal proceedings 
brought against him by the manufacturer. 


Mr. Lesace: As a matter of fact, Mr. Chairman, do you not think that we 
should adjourn and leave that alone for the present? 


The CuarrMANn: I was going to suggest this. There is a large volume of 
work done in the way of drafting. I do not think we should attempt to meet 
tomorrow morning. I am going to suggest that before we have a formal meeting 
again we try to have all the amendments in the hands of members of the 
committee not later than eleven o’clock tomorrow. That will give them plenty 
of time in which to study the amendments and then I would suggest that we 
meet at 4 o’clock in the afternoon. Is that satisfactory? 


Agreed. 


Mr. Lesace: Mr. Chairman, I have an amendment to propose to section 14. 
I think it might be just as well to place it before the committee now. 


The CuarrMan: Very well, we will deal with it now. 


Mr. Lesach: We may as well have it with the others. When I read section 
14, I was wondering when and what additional fee should be imposed. I 
discussed it with the commissioner and I think he would accept the following 
amendment: that in line 56 we delete the words after the word “provided”, and 
insert the following: ; 

“Where the number of claims in an application exceeds twenty, a prescribed 
fee shall be imposed for each claim in excess of that number, provided that when 
the number of claims in an application for reissue exceeds the number of claims 
granted in the original patent an additional fee shall be imposed only for each 
claim over and above twenty in excess of the number of claims granted in oe 
original patent.” 


Mr. Stewart: Mr. Chairman, I have an amendment here which I would 
like to suggest for the consideration of the committee. It applies to section 48 
of the bill, the section dealing with the term of patent. I would suggest the 
insertion of these words in section (1), after the word “issued”: 

On and after the first day of June 1948 the duration of every patent 
issued by the Patent Office shall be seventeen years from the date on 
which the patent is granted and issued, or twenty years from the date of 
application, whichever is the lesser period. 
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in the office; and I would like to hear what the commissioner has to say about 
that, to see if it would be of any assistance to him. 


4 The Witness: Mr. Robinson discussed that point with you earlier. He was 
_ of the opinion that seventeen years plus the average time to prosecute a case 
was sufficient. Now, the office is behind, as a matter of fact, thirty-two months 
or thereabouts in its actions, and probably if some date in the future were 
set—that is to say that any patent issuing after a certain named date shall 
expire within seventeen years from the grant of the patent or twenty years from 
the date of application, whichever is the shortest term of the monopoly—that ~ 
- might be quite alright. But there would have to be a year or a year and a half, 
whatever it is, allowed these applicants to clean up their stuff. Mr. Robinson 
was quite agreeable to their being given that time. I said he said he was 
agreeable. Of course, he would not agree to that anyway; but he did say that 
it would be helpful if you could say seventeen years plus the time it was under 
_ review. 
Mr. Ropinson: I would like to indicate that I was speaking then as a 
_ private individual. 


| I think that would help to clear up the backlog which has been accumulating 


The Witness: We do not. know who is going to be influenced by it. This 
- bill is for the private individual, it is for the people of Canada; it is not just 
_ for the institute. If you were speaking as a private individual I think we should 
_ also hear from our manufacturers. 


The Cuarrman: I do not want to put Mr. Robinson on the spot. When I 

asked him the question I restricted it to his opinion as a private individual. The 

- point arises that if any amendment of this kind is to be made the Canadian 

~ Manufacturer’s Association have asked for a hearing and I would have to 
_ advise them to attend. I will probably to that. 


’ Mr. Stewart, would you mind checking with the law officer of the Crown, 
Dr. Olivier, and have him assist you in the drafting of the amendment you have 
in mind in proper form. 


we. 


Mr. Srewart: Yes. 


Mr. Irvine: There is one question I would like to bring to your attention 

now, and it is one which I mentioned to you before we started to examine this 

- bill. Are we permitted to propose an amendment to any other section of the 
Act and include it in our bill? 


é The CuarrMAN: We have been doing that, and I think the present bill 
before us makes a sufficient number of general amendments to the Act to justify 
the committee considering it as a general revision of the Patent Act. 


Mr. Irvine: That is what I understood you to say the last time we met. 
Mr. JArnicKeE: I think the same too, Mr. Chairman. 

The committee adjourned at 5.50 p.m. to meet again Thursday, March 6th, 
at 4 p.m. 


> 


A, 


hy! 


rr, i- yo” {3 : 
Ss ioe A On & On > ees ext ao a aia CH oe NA LAMA LALA... 
AYow aves / { “¢- : \ , ¢ : ~¢ 


et xX KR, Cn, Ww Non « 
} 


(SESSION 1947. ) 
( HOUSE OF COMMONS 


/-/| ( STANDING COMMITTEE 


‘ 


BANKING AND COMMERCE > 


; ; RR ee 


. MINUTES OF PROCEEDINGS AND EVIDENCE 
: No. 5 


BILL No. 16—AN ACT TO AMEND 
THE PATENT ACT, 1935 


THURSDAY, MARCH 6, 1947 


WITNESSES: 


Mr. J. T. Mitchell, Commissioner of Patents. 
Mr. Christopher Robinson, Vice-President, Patent Institute of Canada. 
Major J. H. Ready, Judge Advocate General’s Office. 


j 
OTTAWA f 
EDMOND CLOUTIER, C.M.G., B.A., L.Ph., i 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY M 
CONTROLLER OF STATIONERY 
1947 


{ 


a 


OAS Ng ee TPR tk issn ae ene 
ies nfs 3 Miss he Ar anee? 


MINUTES OF PROCEEDINGS 


Tuurspay, March 6, 1947. 


The Standing Committee on Banking and Commerce met at 4.00 p.m., the 
Chairman, Mr. Cleaver, presiding. 


Members present: Messrs. Belzile, Black (Cwmberland), Blackmore, . 
_ Breithaupt, Cleaver, Dionne (Beauce), Dorion, Fleming, Gour, Hazen, Irvine, 
Jackman, Jaenicke, Jutras, Lesage, Marquis, Michaud, Quelch, Sinclair 
a Ontario), Stewart ( Winnipeg North), Strum (Mrs.).. 


In attendance: Mr. J. T. Mitchell, Commissioner of Patents; Mr. Christopher 
-_ Robinson, Vice-President, Patent Institute of Canada; Major. J. H. Ready, of 
tthe Judge Advocate General’s Office, and Dr. Maurice Ollivier, Law Clerk of the 
_. House of Commons. 


, The Committee resumed consideration of Bill No. 16, An Act to amend The 
Patent Act, 1935, Mr. Mitchell, Mr. Robinson and Major Ready being examined — 
’ thereon. 


Mr. Stewart moved, 

That Soni 48 of the Act be amended by saint thereto the 
following proviso: provided, in case of such patent issued on and after 
the first day of June, 1948, the patent shall expire as above stated or 
twenty years from the date of application, whichever is the lesser period. 


After discussion, Mr. Stewart was given leave to withdraw his motion. 


= . The Committee having agreed to reconsider clause 3, the said clause was 
¥ further amended by deleting the words “and prescribed such forms” in line 24, 


Clause 3, as amended, carried. 


The following new clause 4 was adopted, subject to be reconsidered at the 
next sitting, should a representative of The Canadian Manufacturers Association 
_ appear to make representations in relation thereto, viz: 


i 4. The said Act is further amended by inserting Hanediatele al ver section 
id 19, the following headings and ‘sections: 


Government owned patents 


a 19A. (1) The invertor of any improvement in munitions of war as defined 
in the Official Secrets Act shall if so required by the Minister of National 
a Defence assign to such minister on behalf of His Majesty all the benefits of the 
4 invention and of any patent obtained or to be obtained for the invention; and 
~ the Minister of National Defence may be a party to the assignment. 

i (2). An inventor, other than an officer servant or employee of the Crown 
or a corporation which is an emanation of the Crown, acting within the scope 
of his duties, and employment as such, shall be entitled to compensation for an 
assignment to the Minister of National Defence under this Act. In the event 
- that the consideration to be paid for such assignment is not agreed upon it shall 
be the duty of the Commissioner to determine the amount of ‘such consideration 
provided his decision shall be subject to appeal to the Exchequer Court. Pro- 
re ceedings before the Exchequer Court under this subsection shall be held in 
_ camera upon request made to the court by any party to the proceedings 
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(3) The assignment shall effectually vest the Benefit of t tlie invention and — 


patent in the Minister of National Defence on behalf of His Majesty, and all 
covenants and agreements therein contained for keeping the invention secret and 
otherwise shall be valid and effectual, notwithstanding any want of valuable 
consideration, and may be enforced accordingly by the Minister “a National 
Defence. 


(4) Any person who, as aforesaid, has made an assignment under this 
section to the Minister of National Defence, shall, in respect of any covenants 


and agreements contained in such assignment for keeping the invention secret 


and otherwise in respect of all matters relating to the said invention, be for the 
purposes of The Official Secrets Act, deemed to be a person having in his 
possession or control information respecting the said matters which has been 
entrusted to him in confidence by any person holding office under His Majesty 
and the communication of any of the said information by such first mentioned 
person to any person other than one to whom he is authorized to communicate 
with by or on behalf of the Minister of National Defence shall be an offence 
under section four of The Official Secrets Act. 


(5) Where any agreement for such assignment has been made the Minister 
of National Defence may submit an application for patent for the invention 
to the Commissioner, with the request that it be examined for patentability, and 
if such application is found allowable may, before the grant of any patent 
thereon, certify to the Commissioner that, in the public interest, the particulars 
of the invention and of the manner in which it is to be worked should be kept 
secret. 


(6) If the Minister of National Defence so certifies, the application and 
specification, with the drawing, if any, and any amendment of the application, 
and copies of such documents and drawing and the patent granted thereon, shall 


be placed in a packet sealed by the Commissioner under authority of the — 


Minister of National Defence. | 

(7) The packet shall, until the expiration of the term during which a 
patent for the invention may be in force, be kept sealed by the Commissioner, 
and shall not be opened save under the authority of an order of the Minister 
of National Defence. 

(8) The sealed packet shall be delivered at any time during the continuance 
of the patent to any person authorized by the Minister of National Defence 
to receive it, and shall if returned to the Commissioner be kept sealed by him. 


\ 


(9) On the expiration of the term of the patent, the sealed packet shall be 4 


delivered to the Minister of National Defence. 


(10) No proceedings by petition or otherwise shall le to have declared — 


invalid or void a patent granted for an invention in relation to which a certificate 


has been given by the Minister of National Defence as aforesaid, except by — 


permission of the said minister. 


(11) No copy of any specification or other doeutichat or drawing, by this — 


section required to be placed in a sealed packet, shall in any manner whatever 
be published or open to the inspection of the public, but, save as in this section 


otherwise directed, the provisions of this Act shall apply in respect of any 


such invention and patent as aforesaid. 


(12) The Minister of National Defence may at any time waive the benefit 
of this section with respect to any particular invention, and the specification, 


documents and drawing shall be thenceforth kept and dealt with in the regular — 


way. 
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(13) The communication of any invention for any improvement in muni- 
tions of war to the Minister of National Defence or any person or persons 
authorized by the Minister of National Defence to investigate the same or the 
merits thereof, shall not, nor shall anything done for the purposes of the 
investigation, be deemed use or publication of such invention so as to prejudice 
the grant or validity of any patent for the same. 

(14) The Governor in Council may make rules under this section for the 
purpose of ensuring secrecy with respect to applications and patents to which 
this section applies and generally to give effect to the spirit and intent thereof. 

19B. If by any agreement between the Government of Canada and any 
other government it is provided that the government of Canada will apply the 
provisions of the last preceding section to inventions disclosed in any applica- 
tion for a patent assigned or agreed to be assigned by the inventor to such other 
government, an dthe Commissioner is notified by any minister of the Crown 
that such agreement extends to the invention in a specified application, such 
application and all the documents relating thereto shall be dealt with as provided 


in the next preceding section. 


Patents relating to atomic energy 


190. Any patent application for an invention which, in the opinion of 
the Commissioner, relates to the production, application or use of atomic 
energy shall, before it is dealt with by an examiner appointed pursuant to section 
six of this Act, be communicated by the Commissioner to the Atomic Energy 
Control Board. 


The following new clause 9 was adopted, viz: 


9. The said Act is amended by inserting immediately after section twenty- 
eight the following section: 


28A. (1) Subject as hereinafter provided, the Caminisvones shall 
extend to the thirtieth day of September, 1947, in favour of a patentee 
or applicant such of the time limits fixed by this Act for the filing or 
prosecution of applications for patents, for appeals from the Commissioner 
or for the payment of fees as expired after the second day of September 
1939, provided 


(a) a request for such extension is made by or on behalf of such patentee 
not later than the thirtieth day of September, 1947, or by or on 
behalf of such applicant for patent before the thirty- -first day of 
March, 1948; and 


such request specifies the date of the first application in any country 
for a patent for the same invention by such applicant or patentee or 
anyone through whom he claims; and 

(c) such patentee or applicant is a ieh Pa citizen or a national of a 
country which gives substantially reciprocal privileges to Canadian 
citizens. 


(b 


—* 


(2) Every patent in respect of which, or in respect of the application 
for which, a time limit has been extended under the provisions of sub- 
section one of this section shall expire at the date specified in the grant of 
such patent or at the end of twenty-two years from the date of the first 
application in any country for a patent for the same invention by the 
patentee or anyone through whom he claims, whichever date is the earlier. 


(3) No claim for the infringement of any patent in respect of which, 
or in respect of the application for which, a time limit has been extended 
under the provisions of subsection one of this section, shall be made 
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against any person or the successor in business of any person who, before — 
the thirty-first day of March, 1947, had made, constructed, used or vended 4 
to others to be used the invention protected by such patent or against any [ 
person deriving through such person or such successor his title to any ~ 
article, machine, manufacture or composition of matter so protected. 


Upon consideration of clause 10, the following was substituted therefor: 


10. Section 29 of the said Act is repealed as of the fifteenth day of ; 
April, 1946. | 
The following new clause 11 was adopted viz: 


z 4 
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11. Section thirty of the said Act is repealed and the following sub- 4 
stituted therefor:— 4 


30. (1) Any applicant for patent who does not appear to reside. or 
carry on business at a specified address in Canada shall, at the time of 
filing his application or within such period thereafter as the Commissioner — 
may allow, nominate as his representative a person or firm residing or 
carrying on business at a specified address in Canada. | 


(2) Subject as hereinafter provided, such nominee shall be deemed 
to be-the representative for all purposes of this Act, including the service 
of any proceedings taken thereunder, or any such applicant and of any 
patentee of a patent issued on his application who does not appear to 4 
reside or carry on business at a specified address in Canada, and shall be — 
recorded as such by the Commissioner. 


(3) An applicant for patent or a patentee may by written advice 
to the Commissioner appoint another representative in place of the 
last. recorded representative, or may adivise the Commissioner in writing 
of a change in the address of the last recorded representative, and shall 
so appoint a new representative or supply a new and correct address of the 
last recorded representative on the despatch by the Commissioner to him — 
of a notice in writing by registered mail that the last recorded represen- 
tative has died or that a letter addressed to him at the last recorded 
address and sent by ordinary mail has been returned undelivered. 
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(4) If, after the despatch of a notice as aforesaid by the Com- — 
missioner, no new appointment is made or no new and correct address is 
supplied by the applicant or patentee within three months or such further — 
period as the Commissioner may allow, the Exchequer Court or the 
Commissioner may dispose of any proceedings under this Act without — 
requiring service on the applicant or patentee of any process therein. 
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(5) No fee shall be payable on the appointment of a new represen- — 
tative or the suply of a new and’ correct address, unless such appointment 
or supply follows the despatch of a notice in writing by the Commissioner — 
as aforesaid, in which case a fee as prescribed shall be payable. 


The following new clause 14 was adopted, viz: 


14, Subsections three and four of section thirty-five of the said Act are 
repealed and the following substituted therefor :—- 
3. When the number of claims in an application exceeds twenty ~ 

a prescribed fee shall be imposed for each claim in excess of that number, — 
provided that when the number of claims in an application for reissue 
exceeds the number of claims granted in the original patent an additional — 

fee shall be imposed only for each claim over and above twenty in — 
excess of the number of claims granted in the original patent. 
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a By unanimous consent he eka new clause was inserted immediately 
7 following 16 of the bill, viz: 


' Subsection 1 of section 53 of the said Act is repealed, and the following 

i peubstituted therefor:— > ©. 

538. (1) A patent shall be void if any material allegation in the 
petition of the applicant in respect of such patent is untrue, or if the 
specification and drawings contain more or less than is necessary for 
obtaining the end for which they purport to be made, and such omission 
or addition is wilfully made for the purpose of misleading. 


¥ . By unanimous consent, the following new clause was inserted immediately 
J following the new clause above quoted: 


* Section 1 of Section 61 of the said Act is repealed and the following 
_ substituted therefor:— 

3 61. (1) No patent or claim in a patent shall be Hodlanedt invalid or void 
on the ground that, before the invention therein defined was made by the 
- inventor by whom the patent. was applied for it had already been known or 
- used by some other person, unless it is established either that, 


(a) before the date of the application for the patent such other person 
had disclosed or used the invention in such manner that it had become 
available to the public; or that 

(6) such other person had, before the issue of the patent, made an 
application for patent in Canada upon which conflict proceedings 
should have been directed; or that 

(c) such other person had at any time made an application in Canada 
which by virtue of section twenty-seven of this Act had the same 
force and effect as if~it had been filed in Canada before the issue 
of the patent and upon which conflict proceedings should properly 
have been directed. had it been so filed. 


Clause 17 of the Bill was amended as follows: 
1. By substituting “$25.00” for “$20.00” in line 37 of section 73(1). 


o 2. By deleting the ward “two” in line 8 of section 73(1) and substituting 
e therefore the word “three’, and by deleting the figure (4) in line 10 and sub- 
_ stituting therefor (3). 
a 3. By deleting the words “On filing an application for the restoration 
~ and revival of a patent—for each patent mentioned therein, $35.00” being lines 
15 and 16 of section 73(1). 

4. In line 17 of section 73(1), between the words “a” and “copy” insert 
_ the words ‘ certified typewritten or photostat”, and after the word “specification” 
insert the words “not exceeding twenty pages”. 


Clause 17, as amended, adopted. 


The following new clause was substituted for clause 18 of the Bill: 
Section 77 of the said Act is repealed. 

The following new clause was added immediately after clause 18 of the 
— Bill, viz: 

Section 80 of the said Act is repealed and the following substituted 

therefore :— 

80. Every person who in relation to the purposes of this Act 
and knowing it to be false 
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(a) makes any false representation; 

(b) makes or causes to be made any false entry in any register or 
book; or 

(c) makes or causes to be made any false document or alters the form 
of a copy of any document; or 

(d) procures or tenders any document containing false information 
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is guilty of an indictable offence and shall be liable upon conviction to — 


a fine not exceeding five hundred dollars or to imprisonment for a term 
not exceeding six months, or to both fine and imprisonment. 


. The following new clause was also inserted immediately following clause 
15 of the Bill, viz: 
Subsection (3) of section 38 is hereby repealed and the following 
substituted therefor: 


The Commissioner may, in his discretion, dispense with the — 
duplicate specification and drawing and the third copy of the claim ~ 


or claims, and in lieu thereof cause copies of the specification and 
drawing, in print or otherwise, to be attached to the patent, of which 
they shall form an essential part. 


Mr. Jaenicke submitted four amendments to sections 59, 64, 65 and 66 
of the Act. 


The Clerk was instructed to send mimeographed copies of the said proposed — 


amendments to the members before the next sitting. 


At 6.00 pm., the Committee adjourned until Tuesday, March 11, at 


11.00 a.m. 


R. ARSENAULT, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


HovusE oF COMMONS, 
March 6, 1947. 


The Standing Committee on Banking and Commerce met this day at 4.00 
p.m. The Chairman, Mr. Hughes Cleaver, presided. 


The CHAIRMAN: Gentlemen, you now have before you a aiken 
copy of all the sections to which substantial amendments have been made 
which would be difficult to read to you for your notes. I do not think it fair 
to ask you to approve all these at this meeting since you have had no oppor- 
tunity of checking them properly. If it is your wish, we will simply stand 


_ them over to our next meeting. 


Mr. Fieminc: Is there any discussion possible on this, Mr. Chairman, 
pt) might be helpful? There might be some odd points which occur to some 
of us now. 


‘Mr. JAENICKE: J have made a few notes, Mr. Chairman. 


The CuHarRMAN: I have a telegram from the legal department of the 
Canadian Manufacturers’ Association which I will read. 
The Canadian Manufacturers’ Association strongly supports the views 
advanced by the Patent Institute of Canada with respect to section 4 
of bill No. 16 on secret patents and agrees with the institute there might 
be substituted for section 4 some such provision as that proposed by 
the interdepartmental committee on patents 1942. Copy of this telegram 
a is going forward to the minister. 
This is signed by H. W. MacDonald. 


Mr. Irvine: This raises a lot of suspicion. 


The CuHarrMANn: I have not wired in reply before consulting the committee 
but, so far as I am concerned personally, I think they should have been here 
long ago if they wanted to make representations. However, I still think they 
are entitled to a hearing and I will advise them that they will be heard by 
‘the committee on Tuesday morning at eleven o’clock if that is satisfactory. . 


Mr. Fuiemina: Are they asking for a hearing? 


The CuHarrMan: No, but they say they are opposing this section in regard 
to secret patents and they are supporting the institute. We have not accepted 
the representations of Mr. Robinson regarding that section and I think they 
should have an opportunity to be heard if they so desire. 


Mr. Fiemrnea: I may be very stupid about this, but I did not understand 
Mr. Robinson, on behalf of the institute, was opposing something in the nature 
of section 4. Am I mistaken? 


Mr. Rosrnson: That is perfectly right, sir, but I have been instructed on 
behalf of the institute to criticize the idea of granting a secret patent. 


Mr. Fiemine: That is a theoretical position, I take it? 
Mr. Rosinson: I think it goes deeper than just the theoretical. 


The CHatRMAN: I would not want the association coming to us afterwards 
or going to the press and saying they had registered their objections and had 
not been given an opportunity to be heard. 
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At the close of the meeting yesterday, an amendment to section 48 was 
moved by Mr. Stewart. It was left in the position that he would consult with 
Dr. Ollivier as to the drafting of the amendment. Would you care to proceed 
_ now, Mr. Stewart? 


Mr. Stewart: You have the proper draft. 
The Cuamrman: I have a draft here, but it is very rough. 


Mr. Stewart: I also have a rough draft. We have heard from the com- 
missioner there is a very substantial backlog of work. I think, perhaps, an 
amendment such as this to section 48, subsection (1) might, to some extent, 
get rid of the backlog. It was for this reason I moved the amendment for 
the discussion of the committee. I shall read it again. 

Section 48 of the said Act is amended by adding thereto the followmg 
proviso: provided in case of such patent issued on and after the first day 
of June, 1948, the patent shall expire as above stated or twenty years 
from the date of application whichever is the lesser period. 


I talked this over with the commissioner and he seemed, at the time, to have no ~ 
objection. Perhaps, however, he would desire to comment upon my suggestion 
that the passage of euch an amendment to the Act would, to some extent, remove 
uae backlog. 


J. T. Mitchell, Commissioner of Patents, recalled: 


The Witness: Mr. Robinson: did say, speaking as a private individual and 
not as a representative of the institute, he thought, when this subject was 
broached before that an amendment such as that might be considered if you 
could take into consideration the seventeen year period and the average time it 
takes for a patent to go through the patent Office. Mr. Stewart’s point, I think, 
is that these cases having been in the Patent Office long over the average time, 
giving them fifteen months or thereabouts to clean up the cases might help to 
get rid of the backlog. 


By Mr. Fleming: 


Q. What is your opinion, Mr. Commissioner?—A. I think it is a very good 
idea, provided sufficient time is allowed to do that. Probably, Mr. Stewart 
in, allowing fifteen months should have allowed eighteen months or some such 
period to give these people an opportunity to amend their cases and put them 
into the office in a proper condition. Of course, you understand, Mr. Robinson 
was speaking as a private individual at that time, not as a representative of the 
institute. He did say. that. 

Q. I think in this matter we had better let him speak for himself, but before 
the commissioner takes his seat may I say I think this idea may be all right as 
applied to cases where there is a delay in the Patent Office which is attributable 
to something deliberate on the part of the applicant or his attorney, but what 
about these other cases which are held up now because of the backiog in the 
department—the congestion, which exists there? Is it going to be fair in those 
cases ?—A. I think it would be quite fair in the long run. Do not forget, if an 
amendment of that nature is made that all that will happen in this: attorneys 
from the United States and Great Britain will not file their application in Canada 
until the last minute. They will just add to the life of the patent. If an 
applicatioin in the United States is filed, they may not file in Canada within the 
period of one year to come under the convention, they will wait until within 
the two years of publication or use when they have had two years of manu- 
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- facture of their invention, it may be about three years after the application has 
been filed in the United States, then they file in Canada and the prosecution in 
Canada may take another three years, which consumes a six year period. 

If what we have heard can be relied upon, action in the United States is 
given within a year. Well, the prior art would be cited in the first action and 
_ all applicants for patents should know at least what the art is in the first United 
States action, that is, the art which applies very closely to the invention. There 
is, of course, the trouble that a patent citation may not turn up until the third 
year. There may be a case of conflict in the United States which would hold up 
action, but those are rather rare cases. Probably if some sort of legislation could — 
be brought about which would spur up the attorneys to do their work, I would 
not object at all. 

(. I have two further questions with regard to Mr. Stewart’s amendment, 
and the first is this: is the period fixed in the amendment, that is to say from 
now until the first of June next year, an ample period under all the cir- 
cumstances? ‘The second question is: is the three year period ample to allow 
for the passage of the application through the Patent Office?—A. With the staff 
which I hope you are going to provide, it would be ample. 


li Nt pa a 


By Mr. Marqus: 
Q. But with the staff you have right now?—A. No, it is not. 


By Mr. Lesage: 


Q. Is there such a proviso in the United States law?—-A. No, there is not. 
However, periodically they do clean up their work. In the United States they 
get in about four or five hundred extra examiners to clean up those cases. I 
‘am going to give you an example of how the attorneys do comply with the law. 
~ In 1930, the United States charged a dollar on every claim over twenty and as a 
_ result of that, they issued in six weeks, in the United States, between 10,000 and 
- 11,000 patents. Usually the United States issued between four and five hundred 
- a week, so that instead of issuing approximately 3,000, they issued between 10,000 
~ and 11,000. The attorneys simply acted on those cases. They got those cases put 
— into shape because if they had not they would have had to pay an extra one 
_ dollar for each claim over twenty. It was a case of hitting their pocket, 


By Mr. Fleming: 

Q. What troubles me is the reasonableness of this three year period being 
- contingent on your obtaining adequate staff. If that adequate staff and space 
- were an accomplished fact there may be something to say for the amendment, 
but it seems to me rather suppositious?—A. If Mr. Stewart said two years, what 
~ would happen? 

~ Q. I don’t know—A. It would mean we would have to come back later to 
have the committee reduce this period. 

Q. I would rather see the increased staff and the improved office accom- 
modation an accomplised fact before we start in limiting the period, where the 
fairness of the limitation depends upon the speed of action in the Patent Office ?— 
_ A. As I have already said, applications are not filled in Canada and the United 
_ States simultaneously—lIn those emanating from the United States, the attorney 
or inventor waits until he has tested the art in that country before he files in 
Canada. In that way, he is usually quite familiar with the prior art and, if 
% he so wishes, he can present his case in a very much better condition than he 
‘ does. I have already told you that 25 per cent of the cases filed in the Patent 

_ Office are incomplete. A large number of these cases come from the United 
States. It is only another way of holding the examination back for a year, 
impeding progress. 
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By the Chairman: 
Q. There is nothing to prevent an inventor going right ahead and manufac- 
turing or using his rights immediately? He does not have to wait until a patent 
is granted?—-A. He can establish a market if he so desires. ° 


By Mr. Fleming: 


Q. In order to be sure injustice is not going to be done in some cases, it may 
be that the terms of the amendment would be quite ample to provide reasonable 
protection and fair treatment in a great majority of cases, but I wonder if, 
so long as this backlog is continuing in the Patent Office, it is fair to do it 
now?—A. Mr. Robinson has looked up a number of cases and finds our initial 
actions are back about two years and a half. The United States are back, 
I think, about a year and a half. In the United States their second action is 
about fifteen months later. We are back about two-and a half years, but 
they have all the information and they still take six months to answer us. 
It means we are back in the Patent Office three years or at least two years 
they take the full six months; they never answer immediately. 


By Mr. Lesage: 


Q. What happens in the case of a conflict?—A. In the case of a conflict, | 


they come in and get extensions and extensions galore. 


Q. What if the conflict goes on for eight or nine years?—A. When a conflict — 


comes up they come along and get an extension here. They go into the law 


courts and stall the cases there. Notices of motion are served and then delays 


occur and everything is held over. I have cases in the office which have been 
before the court in which the attorney or barrister in Ottawa has taken no 
action in the court. There has never been any pressure for a decision in the 
court and these cases have been that way for three or four years. 

Q. But there may be cases where conflict lasts for two or three or even inne 
years when no one is at fault—A. There might be. These cases last a long 


time in the United States because they take testimony throughout the different 


states of the United States. Such a case does last a long time. 


Q. Would not the amendment suggested by Mr. Stewart create an injustice 
towards those people?—A. It is probably an unusual amendment. It has — 


merit, a considerable amount of merit, and the fact it is new, of course, should 
not discredit. it. 

Q. I understand it is only in Canada and the United States that the delay is 
computed from the filing of the application to the awarding of the patent?—A. 
A United States inventor can file his application in the United States and file 


in Great Britain eleven months after that. He can get his patent through and 


sealed in Great Britain within twenty-one months. 


Q. There is not the same system of computing delays?—A. No, but it is the | 


same system of examination. In an examination, the examiners are quite 
familiar with the state of the art. The principal attorney of record in the 
United States is quite familiar with that art. He knows all the objections. 
He knows all the answers, but he does not care to give them. 


The CuarrmMan: The institute would like to be heard on this point. 


Mr. FLEMING: Just one word before you call on Mr. Robinson; may I ask — 


if the amendment has been checked as to form by Dr. Ollivier? 
Dr. Outivirr: Yes, I think I drafted it. 


Mr. Fuemine: You are satisfied there is no conflict between the amendment q 


and subsection (2) of section 48? 
Dr. Oxutvinr: No, I do not think there is. 
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By Mr. Fleming: 
Q. Are there any cases at all to which subsection 2 can now apply, 


Mr. Commissioner?—A. There may be one or two. There cannot be very many, 


but there may be a few. Do not forget they would still have eighteen months, 
or whatever it is that Mr. Stewart wishes to state in his amendment, to clean up. 


Q. Mr. Stewart’s amendment would not apply to the cases under sub- 
section 2. His amendment applies only to subsection 1 and does not repeal or 
amend subsection 2.—A. That is quite true. Of course, | suppose 99 decimal ’ 
something or other are under subsection 1. I do not think there are very many | 
under subsection 2. : 


Mr. Rosinson: Mr. Chairman, I think the first point to make about the 
proposed amendment is that so far as I can see it would not help to clean up 


_ the backlog in the office. The backlog in the office is primarily caused by the 


situation in the office, and not, as one might gain the impression, by attorneys’ 
delay. I feel quite confident in saying that. 
Just the other day we made an analysis of all patents which issued a week 


ago on Tuesday. There were 121 of them. We went through those patents to 


see what proportion of the time which lapsed between the filing and the issue 


was occupied by the applicant in answering objections by the Patent Office, or 


between the allowance and the payment of his final fee, and what proportion 


~ was occupied by work in the office. The average time which elapsed between 
filing and the issue of the 121 patents which issued a week ago on Tuesday. was 
35-7 months. The average time that was taken by the attorneys was 7:6 
- months. The balance of 28-1 months was in the Patent Office. 
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It is quite possible in certain cases some of that time in the Patent Office 


_ might have been attributable to something defective in what was originally put . 


forward. For example, of the 121 patents 33 had what were called stop orders on 
them. Stop orders are given by virtue of a rule which is in the rules and has 
been in the rules for a great many years. It enables an applicant to say to the 


Patent Office, “Please do not act on my case for at least a year.” In my own office 
_ we never put on a stop order because there is no point in doing so. The Patent 


_ Office is infinitely over a year behind in its work, anyway. There are never going 


to get to the work for a year so there is no point in bothering with a stop order. 


Nevertheless there were 33 out of the 121 cases where there was a stop order. 


‘There may be some small fraction of those which conceivably have been acted 


-on earlier than one year without a stop order. 


As to the rest the variation in the time between filing and issue ran all the 


; way from 12 months to 114 months in the case of the longest patent. Interest- 


ingly enough in that case of the 114 months two months were taken by the 


_ attorney and 112 months were taken by the Patent Office. 


I am not suggesting that the Patent Office is to blame: We have been over 
this ground before. The Patent Office is faced with an impossible situation. 
They have not enough staff; there have not enough space, and they simply 
cannot get the work out, but if you put a limitation on the term of patents 


: running from the filing date at least under present conditions substantial 


injustice is going to be done to a very large proportion of patentees because there 


4 is no way they can get their work out. 


Mr. Stewart: That is under present conditions? 


Mr. Rosrnson: Under present conditions. Let us assume for a moment that 

the proportion of attorney’s delays was substantially higher. I do not like the word 
“delay” because that suggests it is confidential. It is not in at least 75 per cent 
of the cases, I should say. The examiner eventually gets around to examining 


an application in anywhere from a year to three and more years. I have had 
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final actions in my office within the last month in which the first apaba on the 4 
case is six years after it was filed. The Patent Office has not touched that. 


The Witness: Which case was that? 
Mr. Roprtnson: I cannot mention it now. I do not know. 
The Wirness: I want to get it. I should like to see it. 


Mr. Rostnson: I will give it to you later. There have been those cases. 
Nobody is to blame for it, but there is the situation. Some of the examiners in 
the office are simply overwhelmed by work. They have thousands of cases in 
front of them and they simply cannot get around to them. 


The Wirness: There is one examiner with thousands of cases, not the 
whole lot of them. 


Mr. Rosrnson: Well, one. The examiner acts on an application. The 
applicant may be in England. He may be in Europe. He may be in the 
United States or in Canada. The action probably goes to the attorney who is 
representing him. If it is for a foreigner it is then sent on by the Canadian 
attorney to the foreign attorney who has instructed the Canadian man. Hethen ~ 
must get in touch with his client. They must get copies of the prior patents 
that were cited against them. They must consider them. They must see what 
changes, if any, ought to be made in their application, what the answers to the — 
official objections are. They must then prepare them. They must send that — 
back to Canada to the Canadian attorney and the Canadian attorney must send — 
them to the Patent Office. . 

The Patent Office has not a monopoly on being overworked. Attorneys are 
overworked, too. They have been extremely overworked, certainly in the last 
six or seven years. I must confess there are many cases in which I get instruc- _ 
tions from principals abroad to do something and I do not get around to it © 
for some time because I simply cannot. I have not the time to do it. There, are. 4 
other things that are ahead of it. , 

I mention that only because that is not a case of intentional delay. As lL 4 
said the first day there are undoubtedly a few cases of intentional delay but I — 
think they are much magnified, and by and large the time that elapses between 
action by the Patent Office and the reply by the applicant is not a case of 
intentional delay. 


Mr. Marquis: May I ask Mr. Robinson if the time taken to issue a patent 
makes the applicant suffer? They do not suffer; they can manufacture after — 
the application is filed. 4 

Mr. Rosinson: In fact, they can manufacture even if they never filea patent — 
application. The manufacturing and the Le of a patent application have ~ 
nothing to do with each other. 

Mr. Marquis: Some third party who has filed an application may suethem. 

Mr. Roprnson: Possibly if he gets his patent. I quite agree that the ~ 
applicant does not suffer under the present system, but if you put in a system _ 
where the life of his patent runs from the date of filing then the longer it takes ~ 
to get his patent issued the shorter the life of the patent he gets. That is the 
difficulty. With the present situation in the Patent Office where your average 
time is three years and you may have cases that are as long as 114 months, 7 
and in many cases through absolutely no fault of the applicant, it would do a _ 
substantial injustice to applicants. a 

The CuairMAn: Do you say then that in a substantial aun of instances . 
no benefits accrue to the inventor until he has actually received his patent, that 
is, he does not proceed with the manufacture of his product? 4 

Mr. Rosrnson: I should say in a substantial number of instances yes 
because of this. There are ‘some cases in which manufacture is undertaken, — 
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ee) a I think it is well to Me a very lgiee number of patents are taken 
out over a year and of that number a comparatively small portion actually go 
- into production within any fairly short time of either filing or issue. There 
are a.great many patents which may never go into production because the 
man may have thought they were going to be useful and they turned out not 


to be so or in many cases he was long before his time. 

For example, it may interest members of the committee to know that the 
first patent on television in the United States was filed in 1880. That man 
got his patent in about 1900. His patent had expired in 1917 before anybody 


4 ever thought of using television practically. The basic patents had all gone. 


There are lots of cases of that kind. 
The CuarrMAN: Then deleting those— 
Mr. JAmENIcKE: Whose fault was that? 
Mr. Ropinson: Nobody’s fault. 


The Cuamman: —of the patented articles which actually go into produc- 
tion can you tell the committee what percentage of them go into production 
before the patent is issued? 

Mr. Ropinson: I simply could not hazard a guess, and I do not think 


- anybody would be in a position to say. 


The Cuatrman: As to the instance which you gave us a few minutes ago 


- where there was such a oreat delay was that article in production during that 


' time? 


Mr. Roginson: I do not know. 
Mr. Jamnicxe: As to the matter as to where the fault lies as to the delay 


are there any rules in the Patent Office which require the applicant to file 


- areply to the requisition made by the commissioner within a certain time? 


| Mr. Ropinson: I was coming to that. In the first place there is the general 
rule which is in the statute that any oscue by the Patent Office must be 
answered in six months, 

Mr. Lusace: Where is it? 


Mr. Ropinson: Section 31. The sanction is that the application becomes 


.'abandoned if you do not. The Patent Office can take as long ag it likes but 


the attorney must act in six months. 

Mr. JAENICKE: a he does not? 

Mr. Rosrnson: Then his application becomes abandoned and he cannot 
get a patent. ! 

Mr. JAENICKE: Can the commissioner extend the time? 


Mr. Roprnson: The commissioner may. If an application has become 
abandoned through failure to answer the objection the commissioner has the 
power to reinstate that application if he is satisfied the delay was not reasonably 


avoidable. You can all imagine cases where there is a slip-up somewhere and 


the letter does not get there or it is not attended to or the man is away or 


something like that. Where there is a real case the commissioner can and does 


reinstate the application. 
Mr. JAENICKE: Would the fact the patent attorney is too busy be a reason- 
able excuse? 


Mr. Rosinson: No, generally not. I will say this, that if it can be shown 
that either the patent attorney or applicant would normally have done every- 


_ thing he could to have answered the action, but that something extraordinary 


happened so that there was a genuine error and the thing was ov erlooked, the 
application may be reinstated. I think you will find in the commissioner’s report 


136 - §TANDING COMMITTEE 


each year the number of applications that have been reinstated under section 31. 
I think you will find the number is quite small. I am not sure whether it isin — 
the commissioner’s report. You may know. | . | 

The WiTNEss: Yes, it is. 

Mr. Rosrnson: I think you will find the number is fairly small. 

Mr. Stewart: You said you took one day as a sample. Would that be 
a fair average?: . 

Mr. Roprnson: I have no way of knowing. It was taken completely at 
random. I took last week’s issue, and so far as I know, and looking at the 
figures, I should say there is nothing unrepresentative about it. They vary 
all over the lot. 

Mr. Stewart: So that the average time taken by patent attorneys would 
be 7 months out of roughly three years? 

Mr. Rosinson: That is all, yes. 

The Witness: Did you include the six months for paying the final fee in 
that period? 

Mr. Ropinson: Yes, I did. 

The Witness: One case took two months. 

Mr. Rosinson: That is right. 

The Witness: Out of 114 months? 

Mr. Roprnson: Yes. 

The Witness: And only two months delay? 

Mr. Rosrnson: That is right. 

The Wirness: I want to see that case. 

Mr. Ropinson: What I was going on to say is you were asking about the 
rules that made the applicant answer the official objection. There is not only 
the general rule that he must answer in six months on pain of abandonment 
but there is also a special rule which allows the commissioner to shorten any 
time limit for answering. That is quite often resorted to, particularly in 
eases of possible conflict or existing conflict. The examiner will require an 
answer in two or three months instead of six months depending on where the 
applicant is. There is power under the existing statute and the existing © 
rules for the Patent Office to prevent intentional delay on the part of the 
aplicant or attorney.. There is one other point I should mention. Not only 
can the time limit be shortened by the commissioner but if the official 
objection is answered in a way which is incomplete, and the commissioner has 
reason to think that is being done intentionally he has power to say, “That 
reply was incomplete. You did not file a complete reply within six months, 
and I therefore hold your application abandoned.” : 

Coming back to my first point that I think this proposal would not help 
the backlog as you can see the backlog is essentially in the Patent Office 
by necessity. If this were passed let us assume you would find a very large 
number of applicants who would be pressing to get their patents out. They — 
would simply put pressure more heavily on the examiners than now. What ~ 
might happen is that certainly those applicants who were able to might amend ~ 
their cases and would try to get the examiner to consider them, but the examiner 
cannot take up cases out of turn. 

Some of the examiners are two, three, four and even five years behind 
on some of the applications. You would have everybody pushing to get their 
applications out. The result would be that the office would be no further ahead 
than it is now. 

As the commissioner indicated there would be certain cases in which a 
Canadian applicant might know what the position is abroad. He has already 
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prosecuted the United States application and he knows roughly the extent of 
the claims he will be entitled to over the prior patents, but even in that case 
you cannot get action quickly from the Patent Office. 
I have in mind two applications which I prosecuted for a Canadian inventor 

- in the United States, and I got his patents for him. Just before his United States 
- patents issued I filed in Canada, and I filed in Canada an application identical 
_ with what I had got allowed in the United States. Therefore it was one, that 
so far as I knew, was perfectly allowable application in Canada. I did that 

in November. ‘In January the United States patents had issued. I secured - 
. copies of them. My client was very anxious to get his Canadian patent out 
as quickly as possible because there was a possibility of infringement. I secured 
j those copies and I went over to speak to the examiner. I thought perhaps if I 
left with him copies of the United States patents and he saw the Canadian 
; application was identical he might perhaps be able to take the thing up 
_ reasonably quickly. I find that the application filed in November not only is not 
4 with the examiner but will not be with the examiner for about five months. It 
is still in the clerical part of the Patent Office. The clerical part of the Patent 
Office is now working on cases filed last July. There you are. You have got 
seven months before the examiner can even see the case. 
| In my submission under present conditions in the Patent Office, and I should 
say for four of five years, at least, it would work a gross injustice on applicants 
- to make the term of the patent depend on the date of filing.. Let us assume 
- that this committee’s report has the result which we all hope it will have, 
namely of giving the commissioner what is absolutely necessary in order to put 
_ the Patent Office on a proper footing. It takes time to train examiners. As 
the commissioner indicated it takes time to get them. Last September the 
_ Civil Service Commission advertised for ten examiners. By February they had 
secured three. They had been over their whole list and they could only raise 
- three out of it. Now, they will have to advertise again. It will be another 
_ six months before they get these, if they get them. They are going to advertise 
- for another ten again shortly and it is going to take some time to build the 
Patent Office up from twenty odd examiners to fifty. And not only that, you 
have to train these men. You have such an increase in the Patent Office that 
_ it means there will have to be a considerable part of reorganization. 
a Now, I think that it would be a very bad mistake to suggest that it would 
be possible to clean up the backlog in anything like eighteen months. I find 
it very difficult to hazard a guess as to when this would be cleaned up. It 
‘ might be I should think three or four years. Now, if at that time or at some 
: 


_ time that backlog in the Patent Office had been cleared up and conditions 
were such that you could be sure of getting the applications out of the Patent 
Office in a certain specified time; if you could say for instance ninety per cent 
x of the applications would get out of the Patent Office in three years, then there 
+ might be a case at that point for putting this suggested limitation on the 
- duration of patents into effect. But until that time comes I think it would 
work a very great injustice on applicants; and not only a very great injustice 
on applicants but it might well discourage people from bothering to file patent 
a applications at all in Canada. 

Another thing which I think is relevant in this country and in the 
United States: the system there since there has been a patent system has been 
to issue & patent as of the date of issue and not as of the date of patent; and 
- in a great many other countries that is not the situation, England being as 
good an example as any. There patents are issued as of the date of filing; 
that is, their term runs from the date of filing. One of the reasons I think 
for that, and I think the preponderant reason for that, is this, that in North 
. America the whole concept of the right to a patent is different from the concept 
in Great Britain and most other European countries. In North America your 
84115—2 
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right to a patent depends on the date on which you made the invention. In 
European countries your right to a patent depends on the date on which you 
made application to the Patent Office. Now, I think and a great many people 
think that the North American system is: the better one because if we think 
that the European system and the British system puts a premium on fraud, 
for this reason: if I were making an invention today and somebody happened 
to hear about it—I might keep it in my head or I might write it down or I 
might tell a friend or two about it or I might do some experimenting on it— 
and somebody else hears about that; under the European system he runs to 
the Patent Office and files an application. If I come along later I am just out 
of luck, I cannot get a patent or I may get a patent and find my patent is 
no good. When I get a patent in this country I know that it is perfectly good. 
We do not do it that way. We do it the way they do it in the United States 
where they say that the man who is entitled to a patent is the man who first 
made the invention. He is the first person who has contributed anything to 
the public. Because, after all, that is what an invention is. If you make an 
invention you have given to the public something which that public otherwise 
have not got. In that sense a patent is quite different from any other kind 
of monopoly. 3 


I do not know whether members of the committee know the origin of it 
in England, I mean the present patent law. It is the statute of monopolies 
of 1621, under which up until that time the Crown could grant a monopoly 
let us say on the making of salt or on the doing of almost anything at all; 
and in 1621 parliament decided no more monopolies of that kind were going 
to be granted because of the fact that they were taking away from the public 
something which the public ordinarily had a right to have. They made an 
exception there with respect to inventions because of the fact that an invention 
is something the public would otherwise not have; and so finally in order to 


encourage inventions they provided for that sort of thing. Now, in North | 


America the patentee gets the right to a patent from the date of the invention. 
One of the necessary results of that is that you get a certain number of cases 


where you have two or more applications for a patent, each applicant claiming 


the same invention. In that case you have what they call in this country a 


conflict, and in the United States they call it an interference. Now, the Patent | 


Office officials and courts on patents have to determine which of the two appli- 
cants, inventors, made the invention first, and they will give the patent to 


the man who made the invention first and they will not give a patent to the : 
other man. Now, that conflict or interference procedure quite often takes a 
long time. That is nobody’s fault but it takes up considerable time. If — 


somebody gets drawn into a conflict the result is the holding up of his appli- 


cation tor some time. It would be unfair if the rights of the patentee should © 


be threatened because something occurs which is no fault of his. He may be 


the fellow who in the end is adjuged to be entitled to the patent, but he has — 


to go throught this procedure in order to establish his right. In the United 
Kingdom they do not pay any attention to that. If there are two applications 
for the same invention in the Patent Office the patent application which is 
first received is the one to whom the patent is granted. That necessarily 
shortens the amount of work they have to do and enables them to turn patents 


out more quickly. Now, it is quite true that in the United Kingdom they were | 
before the war turning patents out fairly quickly. They had a good and | 
proportionately large staff and it worked efficiently and they got their patents | 


out. But I must say this, their examination was not nearly as thorough as 


the American examination. I think their system is about the most thorough — 
of any in existence. When they examine a patent they make a complete © 


examination of patents in all of the countries—Holland, Belgium, Great Britain, 
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a Germany and so on. Their system of examination is the best of any country 


which I know. At their office in Washington you can go in and look at any 
_ patent and see the related picture in any country in the world. Naturally this 
involves a good deal more work than in the case in Great Britain where they 
have a comparatively restricted search. As I say, that is the reason why Great 
Britain gets her patents out much more quickly. During the war, of course, 
the position has been rather difficult and they are very very far behind even 
in the United Kingdom. ‘They have been working under the same difficulties 
in the United Kingdom and in other countries as we have been doing here. But, 
as I say, at Washington they make a thorough search not only with respect 
to related rights in Canada and Great Britain, but in European and other 
countries as well. 

_ There is one other point which I think it worth mentioning and it is this. 
Let us assume the Patent Office is able to handle the business, and that may 
have the result of an applicant being able to get his patent out as quickly as 
possible; let us assume also that it still takes some considerable time and he 
says this: I will take a chance, I know everything that is being brought against 
me and I think I can draw my patent so that I will be able to get over it and 
I just hope that nothing else will come up later. Now, he gets his patent and 
it may be an invalid one. Now, @ patent which is not a valid one can be a very 
bad weapon in the hands of the patentee, because unless it is completely 
invalid on its face there—a conflict only happens where you have say a prior 
patent in another country which is identical with what this man has. Then there 
is always doubt, is it valid, or is it not. The holder, the patentee, may go to 
somebody and say; you take a licence from me or I will sue you. The man he 
goes to has to make up his mind; will I buy this or won’t I. What I mean to say 
is there is always the possibility of his losing that sort of a patent. It could be 
a very dangerous weapon. It is the function of the Patent Office to see that 
that kind of a patent does not issue. Now, the Patent Office has got to have time 
in which to do that job. That is one of the reasons why, the principal reason 
_ why the United States Patent Office does take a long time to get patents out. I 


; don’t know what its average is but it takes probably not very much longer 


overall. I should be surprised if it took very much less time at least under - 
present conditions to get a United States patent out than it does to get a 

Canadian patent out. But the result is that the patent you get is really something 
for your money. When you have your United States patent out you have every 
assurance that a most thorough examination has been made. In the case of United 
States patents you very seldom get it ‘allowed without at least two official letters 
from the examiner; that is, he will examine the case first and he will note certain 
objections which he will draw to your attention. You will answer those. He 
will make further examination and write you further objections and you have 
then to answer those. There may be four or five or six of them in all. That is 
not at all unusual. In 121 cases in connection with Canadian procedure, as I 
recall it, there were only 87 cases on which the examiner took any action at all 
before allowance. As a matter of fact, 51 cases out of the 121 were allowed 
without any action at all by the examiner. However, that does not mean that 


he did not examine them, but rather that he did not find anything to question 


about them. In the United States you really are getting something for your 
money, ‘and the public is thereby given much better protection because the public ~ 
has as much assurance as it is possible to give that an invalid patent will 
not issue. | 

Now, I should say that the danger resulting from the issue of invalid patents 
can be greater than the danger resulting from the issue of a patent for longer 
terms than might be obtainable by legislation that allowed these applications to 
run from the date of filing. 
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By Mr. Stewart: 

Q. In regard to that case of eight and a half years before the patent was 
issued would it not have been possible for the person who had that invention to 
proceed with the manufacture of his article? Would he not in that way get the 
benefit of eight and a half years in his production? 

Mr. Ropinson: Yes, he certainly could manufacture but he hasn't got a 
patent, and the patent is the right to be the only one who can manufacture it; 
that after all is what inventors file applications for. 

Mr. Stewart: But he is in a pretty good position. 

Mr. Rosrnson: He can manufacture if he did not file an application at all. 

Mr. Fiemine: He would have to take a chance. 

Mr. Ropinson: The same as he does now. For instance, there are a certain 
number of cases in which companies, particularly royalty companies, have come 
to me and they have consulted me about a development that has been made. 
I have advised them that it probably is not patentable, that they might spend a 


good deal of money trying to get a patent, or that they would not get one, or if 


they did get one it probably would not be any good. They have said to me: 
how are we going to protect ourselves against somebody else doing approximately 
- the same thing that we are and later making application and: getting a patent. 
The answer to that is simple. I tell them to publish a description of what they 
are doing in a trade paper, that is any printed publication, and for two years it 
is complete protection. 


Mr. JApNICcKE: What is the provision of the Patent Act with fae to 
the life of a patent? 


Mr. Ropinson: It was eighteen years from 1906 to 1935. 
Mr. JAENICKE: What was it prior to that? 

Mr. Roprnson: Before 1906, I am not sure. 

Mr. JAENICKE: Could the commissioner tell us? 

The WitNngEss: I cannot tell you that. 

Mr. Rosinson: I think it was eighteen years. 

Mr. JAENICKE: Was that just set arbitrarily? 


Mr. Ropinson: Arbitrarily if you like, yes. I really think it was set—_ 


I am sorry I have a short memory—I think it was eighteen years up to 1935 
and in 19385 it was reduced to bring it into line with the term in the United 
States and other countries. The term in some of the countries is as high 
as twenty or twenty-five years. 


Mr. JAENICKE: Why should we always be referring to the United States 
on every point that comes up? Do you not think in view of the advances we 
have made in manufacture, in the rapidity of manufacture, that a patentee 
would be able to get into production: on his patent much more quickly to-day than 
ever before? Do you not think conditions have improved materially? 

Mr. Rosinson: I wonder whether we have, sir; I wonder whether we have 
made such advances in rapidity of manufacture. I wonder whether it really 
is possible to get a new product before the public more quickly than it could 
be done say twenty years ago. I do not know of any definite statistics on that, 
but I myself should be a little surprised if that were the case. In some ways 
things are much more complex now, in a lot of these developments in getting 
a patented article into production. It may take a considerable time before, 
as we say in our jargon, the art catches up with it: that is before practical 
industrial developments have reached the stage where this new idea can be 
used effectively. 


Mr. Irvine: Is not volume much larger when production starts as a rule? 
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Mr. Roprnson: Oh, that depends so much on the individual case. I doubt. 
It would be true to this extent, yes: the population of Canada is larger than it 
was twenty years ago. 


Mr. Irvine: I am talking about after it comes out. 
Mr. Rostyson: Is not the important thing possibly to absorb? 
Mr. Irvine: That naturally follows. 


Mr. Rosinson: To the extent that Canada has grown in the last twenty 
years, yes, it is possible to produce a larger volume of goods. 


Mr. Marauis: Is it not important that we have in mind the duration of 
_ patents in the United States? 


Mr. Ropinson: I think it is, that is what I had in mind. 


. Mr. Marquis: Because ninety per cent of patents issued in Canada are 
filed by United States nationals? 


s Mr. Rosinson: About sixty-five or seventy per cent. There is one distine- 
tion to be made when we say that sixty-five to seventy per cent of the applica-_ 
_ tions for patents in Canada are filed from the United States, are filed by inventors 
- who reside in the United States. The percentage of patents granted which are 
, owned by Americans is substantially lower because you have a great many 
- companies have a Canadian company and an American company and until 
: recently the greater part of the research was done under the control and direc- 
tion of United States interest. But when it comes to obtaining a Canadian 
- patent, the Canadian patent is owned by the Canadian company. | 


( Mr. Marauis: And the duration of the patent in the United States is 
seventeen years? 


Mr. Ropinson: Seventeen years from the date of issue. 


Mr. Lusacn: Is this not a general fact, that the duration of a patent would 
be a question of government policy? 


7 The Witness: I think when you consider the life of a patent you have to 

remember that in European countries few patents ever run the full sixteen or 
_ twenty years for which they were granted because of the taxes. In Great Britain 
after the fourth year there are annual taxes each year until the sixteenth vear 
and in the sixteenth year there is only between 2:5 and 4 per cent of patent 
interest remaining in force. I may say that I got those figures from thé 
comptroller of patents in,Great Britain when I was there. The same thing 
- applies in Belgium and other countries. I think there is an annual tax also in 
- Holland with the result that relatively few patents run their full time. In that 
- country also out of 5,000 patents only about 500, or ten per cent were issued 
to Hollanders. I do not know the number that remain in force during the | 

- full tenure_of the patent;. but I do know this, that they are relatively small. 

In Canada and the United States when a patent issues it continues for seventeen 
years. There are no annual taxes on it and it remains in force. 


7 ; 
f By Mr. Marqus: 


Q. In the United Kingdom I think patentees have the right to a renewal 
Bri their patents after the expiration of the patents?—A. They have in Great. 
ritain. 
Q. They have five years or ten years by which they can extend ‘the 
_ operation of their patent?—A. Five years, and they can have another five years 
in all ten. 
| Q. Which we do not give here? A. No, but they could have an additional 
_ time by a private bill to ‘parliament. 
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By Mr. Jaemcke: 
Q. What would those reasons behead ene tell you that. 


Mr. Srewart: We seem to have something of a problem to resolve here. 4 
The commissioner believes certain patent attorneys are inclined to hold things ~ 
up somewhat and Mr. Robinson denies that. I suppose the committee. : 


Mr. Lesace: He did not deny it, he said the: commissioner atte take — 
action against them by virtue of section 31. 

Mr. Srewart: Mr. Robinson said the patent attorneys were nest guilty — 
of delay. 

Mr. Lesace: But he did not say in all cases. 


Mr. Stewarr: No, but there is a disparity of opinion. I, for one, am 
quite incompetent to pass judgement on it. 


Mr. Marquis: I think the commissioner may be thinking of a “staff suf= 
ficient to clear up the work. 


The CHatrMAN: Gentlemen, are you ead for the question? 
Mr. Irvine: Pass the amendment and keep them on their toes. | 


Mr. Fieminec: Mr. Chairman, Mr. Irvine made a very significant remark. — 
He said, “Pass this amendment; it means keeping them on their toes.” The — 
difficulty is the people we are trying to keep on their toes are all parties © 
eoncerned. If we ask the commissioner to speed things up, we have to give = 
him the tools for the job. y 
Mr. JAENICcKE: Is not this committee agreed that we will do so? 


Mr. Freminc: We might be unanimous on that point. I take it that — 
everyone who has heard the evidence which this committee has heard in recent — 
days does desire to see some rather far reaching action taken to clean up the ~ 
situation in the Patent Office. However, we cannot expect them to do that — 
unless we give them the tools to do the job. I think we had better see that — 
the job is done before we start passing amendments on the Surat that — 
changes will be brought about. a 

Mr. Irvinu: Is it not so that a large number of young men who came i 
back from overseas have taken courses in engineering? It is very likely that ” : 
in a year or two there will be any number of them graduating and surely, 
if we are paying a decent salary, we can fill up this office. 

Mr. JAENICKE: We have to get the space. 

Mr. Fiemine: I think Mr. Irvine has given up the answer. In another two 
or three years the situation might be different. Most of these young men who a 

4 
¥ 


are crowding our science faculty now will have graduated and will be available © 
to fill some of these positions. However, the commissioner spoke about his — 
ability to absorb these men. If you had. fifty graduates from the science — 
faculty ready to step in, the Patent Office still could not absorb them; they ~ 
could not be trained. The ability to train these men is limited by the size © 
of the commissioner’s present staff. I am not prepared for one to say there is 
no merit in this amendment; I would not say that at all. However, I think 7 
it would not be fair to press this now in the light of the evidence we have heard . 
as to the situation in the Patent Office. In another two years, the situation — 
might be quite different. We hape it will be. I do not think it would be fair at _ 
the present time to press that amendment in the light of the evidence we have — 
had as to the conditions in the Patent Office. ee 


The Cuamrman: Mr. Lesage, will you take the chair, please? 
At this point Mr. Lesage took the chair. 


The Actinc CuarrmMan: I should like to know what the commissioner thinks 4 
about Mr. Fleming’s remark. Be 


b 
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The Witness: I quite iorde: When I spoke about Mr. Stewart’s proposed 
Pr amendment and, as Mr. Robinson pointed out the other day, if you could have 
~ seventeen years plus the average time to put a case through the office, it 
4 would be all right. Speaking as a private individual Mr. Robinson said he had 
no objection to that, but speaking for the institute, he would not express any 
- opinion. He has now expressed an opinion for the institute, and they do not 
approve of that. However, that does not detract from the metit of the amend- 
ment; the fact he does not approve does not detract from the merit of any 
- suggestion put forward by Mr. Stewart. I think, as Mr. Fleming said, probably 
within the next two or three years, when the staff has been augmented and 
the backlog has been reduced something might be done. Otherwise, there 
is a tendency to go into so many other things which arise to impede the use of 
- patents, and that is something I do not want to happen if I can possibly avoid 
it because I think patents are very useful things. 


Mr. Stewart: In order to facilitate the work of ae committee, I will with- 
draw the amendment. 

The Actinc CuHarrman: Mr. Jaenicke, I think we have your amendment 
here to section 59 of the Act. 


Mr. JAenicKE: [ have several of them. 


Mr. Fiemine: Just to clarify the situation, I think the chairman, earlier 
‘in the meeting, indicated there would be an opportunity to make some general 
comments on some of these drafts before we got into the detailed discussion. 
_ We understand we are not going to the asked to pass on these today, but I, 
_ personally, had some comments I desired to make with roped to section 4 of the 
bill to create section 19A of the Act. 


The Acting CHatrMAN: Perhaps those comments would facilitate the study 
4 of the committee. 


4q Mr. JAENICKE: Would you eee me to put these amendments in before we 
_ close our meeting to-day? 


The Acting Cuarrman: Yes, I should like every Peta of the committee 
_ to have an opportunity of studying them. | 


Mr. Fiemina: I should like to make a comment, Mr. Chairman, on the first 
- two subsections. I will try to be very brief. 

sy Subsection (1) now applies the new secrecy provisions to munitions of war 
_ as defined in the Official Secrets Act. The bill as originally presented to us 
- applied the secrecy provisions to instruments or munitions of war and the bill 
_ did not purport to define either of those terms, “instruments or munitions of war”. 


_.. Dr. Ouxivier: I think, in connection with the change there, you will find the 
¥ definitions in the Official Secrets Act. Those terms are defined there. 


Mr. Fremine: That is the very point on which I am speaking now, Mr. 
Chairman. It seems to me, while there is a definition now which is desirable in 
_ principle, nevertheless, the definition is much too wide for the purpose of the 
_ secrecy provisions with which we are now dealing.. The Official Secrets Act was 
= passed in 1989. It i is chapter 49 of the statutes of that year, and the expression 
“munitions of war’ is defined in section 2(f) of the Act as follows: 


(f) the expression munitions of war means arms, ammunition, imple- 
ments or munitions of war, military, naval or air stores or any ‘articles 
deemed capable of being converted thereinto or made useful in the 

_ production thereof.” 


~ Tjust mention that, Mr. Chairman, to draw the attention of the committee to the 
~ extreme breadth of the definition. We would not quarrel, I am sure, with some of 
_ those words, “arms, ammunition, implements or munitions of war’, but then, 
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getting down to the next line there is, “military, naval or air stores or any articles 
deemed capable of being converted ‘thereinto or made useful in the production 
thereof.” Let us take an example. Suppose it is a question of a button on a 


tunic or some device, some invention which is useful in the manufacture of 


buttons. This language is broad enough to apply to that, and inferentially, the 
Minister of National Defence would have the power to step in and expropriate 
an invention for a process in relation to buttons. 

Mr. Jarnicke: If it is a machine or special device for the manufacturing of 
buttons and it is necessary it be kept secret why should it not be done? 

Mr. Fiemine: That is not the situation. You are tne it in the hands of 
the minister to go that far afield. 

Mr. Marouis: Yes, Mr. Chairman, but we have to consider this; the minister 
- has the power to decide what will be a munition of war, what he will need to 
prosecute the war. If he needs some kind of building especially for the war 
he has to decide it. He should have the right to declare such a design or such 
a thing is needed for the war. If you restrict the interpretation of “munitions” 
as defined in the Official Secrets Act, I think it would prevent the minister 
declaring something is necessary for the war and prevent his securing it. 

Mr. FLEeMine: I will just state my points; I shall not argue them at this 
stage, All I say is I think that is too broad. I think you could get a better 
definition for the secrecy provisions than that. 

The Acrinac CHarrMAN: I did not want this to be discussed this afternoon 
because the officers of the Department of National Defence are not here. 


~ 


Mr. Fremine: The other point I was going to make applied to subsection 


(2) which now provides, 
‘“‘an inventor other than an officer, servant or employee ¢ oF ae ‘Crown or 
a company which is an emanation of the Crown—”’ 

The Actina CHAIRMAN: It should read “‘corporation” instead of ‘‘company.” 

Mr. Fueminc: That is an improvement but it is not the point I was going 
to mention. 

“shall be entitled to compensation.” 
You are saying there, inferentially, an officer, servant or employees of the 


Crown or a corporation is not entitled to compensation. This would be all right 


if the employee or servant of the Crown had made the invention in the course 
of his employment, as an employee of the Crown. ‘However, consider a. civil 


servant who has an inventive streak in him who employs his spare time in — 


developing something which is truly useful. Why should he not have cont 
sation? His spare time does not belong to the government. 


The ACTING CHATRMAN: This morning the provision read; ‘‘acting vane the’, 


scope of his duties.” 


Mr. Fiemine: You have a similar provision in section 46 of the Patent Act 
which now reads; 


eee patent sated in respect of an invention made by a person 
while employed in the public service of Canada and ae to the nature © 


of his employment— 
Could you not incorporate language of that kind in this section? 


The Actinc Cuatrman: We had the words, “acting within the scope of his 


duties’, in there. Those words should be inserted after the word “Crown” in — 


the third: line. 


Mr. Fueminc: That takes care of it, we cannot confiscate an invention — 


made by a civil servant in his spare time. 
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7 The Actinac CHARMAN: There is. another technical error, The title, 

“government owned patents” should come in after the first three lines. 

Mr. Fuemine: Whereabouts is that, Mr. Chairman? 

The Acting CHAIRMAN: The title at the top, the heading. 

Mr. Irvine: I suppose the idea is that these objections may be noted for 
- the draftsmen and they can correct them, if they wish, before the next meeting. 

If they do not correct them, we will make them correct them. 

S \. The Actine Ci eawnn: Did you have a suggestion to make limiting the 

_ powers of the minister? 

} Mr. Fiemine: No, my objection to number one was not an objection to the 

_ definition of the powers of the minister, but I do object to the scope of the 

definition under the Official Secrets Act. I think it is much too broad. I think 

it ought to be reduced. What you propose, Mr. Chairman, in regard to sub- 

section (2) takes care of my objection there. 

4 The Acting CHairMAN: I would ask Major Ready to look over fe matter 

2 and discuss it with the technicians and Dr. Ollivier, if necessary. 

; Major Reavy: That is with regard to section 19A, subsection (1) and the 

: definition in the Official Secrets Act. 

: ‘Dr. Ouutvier: I do not think it is a question of drafting, it is a matter of 

policy with the government. If the government wants to give the minister 

the discretion to say what is a munition of war and what he wants secret, it 
is up to the government. 

| The Actine CHAIRMAN: jntiye you have anything to say concerning the other 

amendments which were distributed? 


=P 


Mr. Fremine: No, Mr. Chairman. 
The Actine CHarRMAN: Have you anything more to say on section 19? 
Mr. Freminc: No. 


) Mr. Hazmn: I have not been in attendance at the last two meetings, so 
' I do not lke to say a great deal in consequence, but I have just read this 
amendment over which I presume is to take the place of section 19A. Reading 
_ the section and subsection 7 and 9, do I understand from them when the term 
- expires the office or the commissioner has no right to open the patent at all? 
_ When the time expires it has to be delivered to the Minister of National Defence. 
In other words, at the end of the term, no one can apply to you for a copy of that 
patent; am I right in believing that? 

The Wrrness: You are perfectly right in that. The government may wish 
to hold that device in secrecy. 


: By Mr. Hazen: 

* Q. That is the way it should be?—A. That is the intention; if it should 

be held in secrecy, it should be so held. Farther down the section states if 

the minister wishes to waive his rights to secrecy he will do so. 

. Q. Section 12, is it?—A. In section 12. There are just two alternatives, 
either he wishes to maintain it in secrecy or he wishes to open it up for public 
inspection. 

At this point Mr. Cleaver resumed the chair. 


¥ By Mr. Hazen: 

; Q. If I might revert to subsection (7) for a moment; is it necessary to have 
- in that section the words, “until the expiration of the term during which a patent 
- for the invention may be in force’? Is it necessary to have those words in there 
at all?—A. Oh, I think so. 

Q. Would it not be better without them?—A. Why would it? 


om 
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Q. “The packet shall be kept sealed by the commissioner and shall not be 
opened save under the authority of an order of the Minister of National 
Defence;” if it read that way, it seems to me it might make it a little stronger. 
Then, you would read section 9 and then section 12. You cut out those words | 
‘until the expiration of the term” and so on?—A. It is held in the office for the 
duration of the term and the proper place for a patent to be is in the Patent 
Office for the duration of the term of the patent. It is held for that term 
definitely, and at the end of that term the minister may, if he so desires, open 
it to the public for inspection, or, during that term, he may waive his rights and 
open it to public inspection. At the end of that term, he may order it to be 
returned to him, although the patent has expired. The secret would still remain 
with the government in the Patent Office and also in the Department of National ~ 
Defenee, e 

By Mr. Marqus: | 

Q. Then, that would be a distinction between the term of the duration and 
- the time after expiration?—A. Quite so, that is true. 

The Cuatrman: Are there any other comments as to the other sections 
which have been mimeographed? 

Mr. Fiemine: Mr, Chairman, they have cut out the second subsection of 
the present section 19B which becomes 19C; is there any reason for that? That 
is the one about secrecy.’ We have it at the top of page 4 of the bill. | 


The Wirness: The fact that it is once communicated to the board would 
be quite sufficient. The office will then act in conjunction with the board, and to 
repeat ‘‘on concurrence of the Atomic Energy Control Board the commissioner 
shall order that the application shall be subject to the Atomic Energy Control 
Act and the regulations thereunder” is not necessary because having com- 
municated it to the board the board will then instruct us. I-do not think it is 
necessary to have that subsection unless you particularly want it there. Is 
there any reason why you want it there? ey 

Mr. Fuemine: No. I always want a reason for legislation being in. 

The Wirness: That is the only reason. As a matter of fact, that was all 
in one subsection and Dr. Ollivier, for the reason that he thought it would be 
easier to read, divided it into two, and now we think probably two is not at 
all necessary. Having communicated the information we receive instructions — 
from them. | | 

The Cuairman: Are you ready to clear section 4 of the bill? I should like 
to read to the committee the amendments which I have in the draft. Then if 
the committee is willing we will definitely clear it. 

Mr. Lesacm: There was an objection as to the width of the definition of 
munitions of war as defined in the Official Secrets Act. We asked Major Ready 
to look into the matter with the officers of the department. 

The CHatrMAN: Stand. | 


Dr. Ouuivipr: The reason I referred to that Act was because you were 
talking about munitions of war before without any definition at all so I thought’ 
that it would be perhaps a good thing to refer to munitions of war as defined 
in the Official Secrets Act which is to a certain extent related with this. 

Mr. Fiemine: In pari materia. 


Dr. Outivier: As to leaving it to the minister I do not imagine the minister 
would be anxious to get a secret patent on a button or things like that. I 
imagine it is a question of policy as to whether we should leave it to his discretion 
to say what should be kept secret and what should not be kept secret. ean 

Mr. Fuemine: The section as drawn does not give the minister discretion — 
in determining what is or what is not munitions of war. 


Pa ee Oe Se eee 


2 
eS ee eee nT Oe 


Ye Ne SSE EN ak 7 EES eA Ohare tae Rae an a nent, OREN aban 
‘ Siow xo, Sie rae mays Pe ae alse ey he Dh 
Oe ah eae he. diel dcageen Wy lett 
. 7 : A ; , - ‘jl wd -~ x se . 
= 


BANKING AND COMMERCE 147 


Dr. Ouuivirr: No, munitions of war are defined. On the other hand we 

say, “If so required by the minister” although he does not define what are 

munitions of war. He may decide something which is munitions of war does 
not need to be patented. 

| Mr. Fuemine: That is all right. He does not need to take over everything 

_ that may come within that classification. It is enabling as far as he is con- 

- cerned, but I am concerned with the converse, in other words, the minister 

- reaching out to gather in something that relates to stores or processes involved 

in the manufacture of something that might go. into stores which could not 
by any stretch of the imagination be said'to be munitions of war as distinguished 

from an article for civilian use. 
Mr. Irvine: He would not do that. 
Mr. Fuemine: He has the power though. : 

' . Mr. Irvine: He should have the. power provided here. ‘There might be 

- something that was required in the case of an emergency. 

Mr. Fuemine: To give a concrete suggestion I think if you borrowed part 

- of the definition of munitions of war from the Official Secrets.Act probably 

_ that would meet the need, but I do not think we ought to take in the whole 

‘ of the scope of the definition from the Official Secrets Act. Let me read those 

_ words again. 
| “The expression ‘munitions of war’ means arms, ammunition, imple- 

ments or munitions of war, military, naval or air stores, or any ‘articles 

deemed capable of being converted thereinto, or made useful in the pro- 

; ductions thereof.” 

«dt is terrifically wide. 

' Dr. Outivinr: Those articles would probably no be patentani 

~ Mr. Mareuis: Do you not think we should delete the words ‘‘as defined in 

the Official Secrets Act” because “the inventor of any improvement in munitions 

_ of war shall if so required,’ and so on. He has to decide. 

4 Dr. Ouuivigr: It comes to the same thing. You make it much wider then 

~ which does not answer Mr. Fleming’s objection. You are making it much wider. 

Mr. Fummine: I think we want to legislate as clearly as we can. On the 

other hand, I do not think we want to leave it to the minister in such a way as 

- to give him uncontrolled discretion to say what is or what is not munitions of war. 
: Mr. Marquis: Do we really pe what will be munitions of war in two or 

_ three years? 

Mr. IRVINE: Suppose somebody invented a microbe that would clean up 

_ the world. 

Mr. Fuemine: That language is still too broad. 
‘Dr. Ouuivirr: If it is too broad would it not be too broad in the Official 

Secrets Act also? 

i Mr. Fiemine: It may be, but we have no chance right now to go to work 

on the Official Secrets Act. 

‘ Dr. Outivier: I thought if that definition was sufficient to put in the Official 
— Secrets Act saying that it is something that should be kept seeret for the same 
~ reason that should be kept as a patented secret also. 

\ Mr. Fiemina: I can see this in the suggestion of Dr. Ollivier, that in 

statutes of this kind which to this extent are in pari materia you should try to 

- get a common definition, but here it seems to me when you come to legislate in 

_ the Patents Act with regard to maintaining secrecy the language of the definition 

in section 2(f) of the Official Secrets Act is too broad for this purpose. We 

have not got the power in this committee to recommend an amendment of the 

_ Official Secrets Act. 
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Dr. Oxuivier: If it is too broad there it is too broad in the other one. 

The CuHarrmMan: Mr. Marquis’ suggestion is we should strike out the words 
“os defined in the Official Secrets Act.” Then the subsection would read: 

“The inventor of any improvement in munitions of war shall if so required 
by the Minister of National Defence”, and so on. Obviously someone has to 
have discretion. It may be by adding the words ‘“‘as defined in the Official 
Secrets Act” we have widened the ese: of the minister much ae than 
we should widen it. 

Dr. Ouuivirr: I do not think so. I think it 1s contrary. 

- The CuarrMan: Just a minute. The Official Secrets Act definition certainly 
goes much further than the ordinary English meaning of improvements in 
munitions of war. 

Mr. Lesace: What about vaccines? If you do not refer to the definition 
as contained in the Official Secrets Act and also the same definition in the Act 
respecting the Department of Reconstruction and Supply then what about 
vaccines? It is exactly the same definition in the two Acts. 

Mr. Fiemine: I would not think vaccines are munitions of war. 

Mr. Lesace: You can include them in the definition as it is here, in the 
Official Secrets Act. It is very important. 

Mr. Irvine: I should like to ask Mr. Fleming if it is possible to narrow the 
field of discretion without the possibility of hindering the minister in controling 
something that might turn out to be necessary for munitions of war of which 
we do not now know. 

Mr. Fiemina: I think it is possible to do that. I do not think it should be 
difficult to arrive at a definition that will meet the need here without hamstring- 
ing the powers of the minister. We want to make sure the defence of the realm 
gets first consideration. On the other hand we do not want, by the inclusion 
of an extremely broad definition, to give the minister: powers he may never 
need. I think if we leave it with “Major Ready and Dr. Ollivier something can 
be worked out. I do not think it is an insuperable problem I have raised at all. 


The CHatrMANn: No, but the pressure is becoming pretty strong upon me to 
get this bill cleared because we have other measures we also have to clear. We 
must reach finality some time. We have been worrying away with this section 
for three sittings of this committee. Can we not agree now? Would you be 
content with the deletion of the words, “as defined in the Official Secrets Act” 
and, Mr. Lesage, would you be content to have them come out? 

Mr. Lusace: I think Major Ready would object to that. : 

Mr. Hazen: If you delete those words you will have to put the word 
“instrument” in. 

Mr. Lesace: I think Major Ready would object. 


Major Rrapy: I have not much idea of the technical side of the army and 
the research that is going on, but one very good example of a munition—what 
shall I call it—not a device— 

The CHAamRMAN: Instrument of war. 

Major Reapy: A vaccine which is really a preventive measure for bacterial — 
warfare would not be included in munitions of war. I think it-must be wide 
enough to take in any preventive measures which may be used. 

The Cuamman: If we add the words “in. munitions or instruments of war’ 
would that be satisfactory? 

Major Reapy: It is hardly an instrument, is it? | 

Mr. Hazen: The words are “any articles deemed capable of being converted — 
or made useful.” 


eet BANKING AND COMMERCE 149 


Major Reavy: We felt that definition would include such an item as a 


vaccine or medicine which would prevent sickness and so on arising from a new 


_ type of war. 


Mr. Marauis: After having heard Major Ready I think we should eee 


the wording “as defined in the Official Secrets Act.” We have a definition there 


which covers everything which may be necessary in wartime whether or not 
the minister may need it. If we try to change the wording perhaps we will have 
to amend the legislation later on. There is no risk at all in keeping that 


definition. I understand the point of view of Mr. Fleming, but if you try to 


restrict those terms probably some difficulty will arise. We must give wide 
jurisdiction in this matter because secrecy is involved and it is for war purposes. 
“As defined in the Official Secrets Act” covers everything. 


Dr. Otuivize: I think apart from that there is another ecard I think 


_ you should-have uniformity in our statutes. When we talk in one Act of muni- 
tions of war it should mean the same thing in every Act. 


The CuHarrmMan: You believe that is satisfactory. 


Dr. Ouutvinr: I think it is sufficient. My main argument is that we have 
the expression ‘‘munitions of war” used in three or four different statutes. If it 
is going to have a different meaning in each statute I do not think it will be- 
very helpful. I think even if it is only for the purpose of uniformity, we should 


_ keep it like that. I do not see much objection to that except that the minister 


will have to take his responsibility. That is all. 
Mr. Lesace: Do you think it is better to refer in this Act to the definition | 


as it is in the Official Secrets Act? 


Dr. Ounivier: Either that or repeat the definition. Sometimes it is better 


_ to have a new definition in the Act, but I think in this Act it will be well under- _ 


© 


~ e  ee  e 


> 


a. 


_ stood if you refer to the other one. Generally I like to repeat. 


Mr. Lesace: Suppose the Official Secrets Act is repealed; we would have 


to amend this Act. 


Dr. Ouuivier: No. According to the rules of interpretation you would 


go back to the time it was enacted. 


Mr. Lesacre: It would not mean the revising of the statute. 


Dr, Outivier: If you did that when you revised the statute you would 
have to repeat the definition. 


Mr. Fiemine: I thought if Major Ready, Dr. Ollivier and the commissioner 


got together they could work out a definition that would meet the problem. 


I do not want to be dogmatic about it. I have stated my view on it. 
Dr. Ouuivier: I do not mind very much but I should like to know what 


you have agreed on. 


tee sid Tie 


Mr. Fuemine: It is these concluding words of the definition in the Official 
Secrets Act that seem to me to extend this definition too widely. No one would 


- question at all the earlier words of the definition, “arms, ammunition, implements 


or munitions of war, military, naval or air stores”, but then it goes on, ‘any 


articles deemed capable of being converted thereinto or made ‘useful in the 


production thereof.” The production of stores may mean cloth, rubber sheets; 
it may mean buttons or anything. 


Mr. Marquis: It may be— 


Mr. Fitemine: Because you find in military, naval or other stores practi- 
cally everything under the sun. 


Mr. Marquis: If we had an invasion you might have some kind of suit 


developed for protection. 
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Mr. Jannicxe: If it is not too wide for the Official Secrets Act why Maakt a 
it be too wide for this section? ; 


Mr. Firemine: I have not any opportunity to oarnIeH on the Official 
Secrets Act except so far as the question arises under these amendments to the 
Patent Act. I do not want to repeat. All I say is I think it is too wide for 
the secrecy provisions of the Patent Act. 


Mr. JAmNIcKE: We are dealing with secret patents. It is the same as f 


the secrecy to be observed in the Official Secrets Act. I see no objection to letting 
it stand the way it has been drawn. 


The CHAIRMAN: I think Mr. Fleming will withdraw his objection. 


Mr. FLemiInc: It is only an objection I have entered. There is no point in 
flogging this horse any longer. You have heard me. 


| The CHAIRMAN: I am going to indicate the amendments which have been 
made to mimeographed draft. Mr. Robinson has called my attention to the 
fact this is the section to which the Canadian Manufacturers Association object. — 
My suggestion is that I should like to indicate to the committee now the ~ 
corrections that have been made today and make sure we have our record — 


straight. Since we are going to hear a representative from the Canadian ~ 
Manufacturers Association we will not finally carry this until we have heard 


their representations. The words “government owned patents” are inserted at — 
the head of ‘the section. In subsection 2 the word “company”’’ is struck out and ~ 


“corporation” inserted in lieu therefor. In the third line following the word = 


“Crown” these words are inserted, “acting within the scope of his duties”. The ~ 
word “commissioner” is capitalized throughout. a ®t 
Mr. Marquis: Is it not “within the scope of their duties’’? 4 
Mr. Fuemine: No, it is “an inventor’. It is “his duties as such”, is it 
not, “acting within the scope of his duties as such?” - 
The CHatrMAN: May I read back this interlineation, “coming within the ‘4 
scope of his duties and employment as such”. 7 
All those in favour of the section in its present form, subject to the ~ 
representations we made here on Tuesday from the Canadian Manufacturers 
Association, please signify? ie 
Carried. 


Now, to come to 19 (b); is 19 (b) agreed to? 
Carried. 7. 
Coming to 19 (c), I have deleted the words “of patents” after the word Al 
“commissioner” in the second line. a 
Carried. 


Coming to section 11:— 


_ Mr. Lesace: We have no objection. The only thing we ikon is that the | 
commissioner and Mr. Robinson agree. We did not have the opportunity of — 
having an explanation. ee 


The CuatrMan: Carried. 


Section 14: 


Mr. Fuemine: Mr. Chairman, you have not dealt with section 10 of ie y 
bill. That is the one about the oath. 


Mr. Marquis: That is repealed. 
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The CHAIRMAN: I am simply going through the new sections which were 
_ mimeographed but we will turn to the bill. Section 10 is not included in the 
- mimeographed copy. aS 


Section 14: 

Carried. 

az The Cuatrman: Now, coming back to the bill— 

é Mr. Firemrnc: You have another one yet, section 21. 

The CHARMAN: Section 21. Now, this relates to section 10 I believe. 
Mr. Fremine: That is related to the section I Just mentioned? 


The Cratrman: Right. Now, the intention is to repeal section 29 of the 
Act as of April 15, 1946, and to ‘amend— 
Mr. Firminc: You mean the date of April 15 to apply with respect to 
_ applications filed? | 
The Wrrness: After that date; anything in the office at that time. 
Mr. Fuemine: You were speaking about the filling? 
The Wrrnesss Yes, filing. 
z The CHairman: And then related to that to add the new section to the bill, 
section 21; repeal section 80 and substitute the new section shown — in the 
_ mimeographed copy. 
| Mr. Fuemine: It is a big improvement— 
Mr. Irvine: I do not think so. 


a Mr. FLeminc: —when you read the exact language of new section 10 of 
"the bill. 


Mr. Marauts: It is repealed. 


| Mr. Fiemine: I want to get this working, applying to the date of filing of 
_ applications. 


Mr. Marauis: That is repealed, if I remember correctly. 


The CuHatrMANn: Section 29 of the said Act is repealed as of the doen day of . 
April, 1946. 


Mr. Beuzite: Is that two, or three or only one? 

Mr. Marquis: There is only one in the old act. 

The CuHarrMan: Is that satisfactory to you, Mr. Fleming? 

Mr. Fiemina: I am just wondering if it is clear. Doctor Ollivier can tell you. 


_ The CuarrMan: I raised the same point this morning. How about that, 
~ Doctor Ollivier? 


¥ Doctor Ouuivier: You can. do it both ways. I think it is shorter to say, 
- section 29 is repealed as from the 15th of April, 1946. 


a Mr. FLemina: It is clear as to that, that the date of the bill is to be applied 
to the date of the filing of applications? 


= Doctor Ouuivirr: To the giving of any oath or similar declaration. It applies 
to that. 


Mr. Furmrna: The date the bill is related to the date of filing of applications. 
That i is what I want to be sure about. Is that quite clear? 


Doctor Oxnuivier: I think it is clear. 


__ The Wiryess: That is how we consider it. It apples to cases filed after 
that date. 


5. 
_ Mr. Fremrina: It is going to be applied that way, but the rules will apply 
- to cases after that date, or from that date. Those before that date are affected. 


Mr. Marquis: Do the rules apply for applications signed by the applicant? 


a 
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The Wirnuss: Definitely. 


Mr. Lesace: Mr. Chairman, were there not some amendments this morning 
to sections 17, 18 and 19? 


The CuarrMan: J want to go through the whole bill now #6 make sure there 
are no misunderstandings. 


Mr. Fremine: May I ask with respect to section 2 if there is any word from 
the minister yet? 
The CHAIRMAN: He is out of the city to-day. 


Are you ready, gentlemen, to go through the bill now one section at a time so 
as to make sure nothing is overlooked? 


Section 1 carried. 
Section 2 stands until the return of the minister. 


Section 3 is carried as amended by adding the words “if available’, after 
section 11 of the Act and after section 12 of the Act the words “and prescribe 
such form” are deleted from line 24; and subsection (c) 1s struck out. Opherrns ise 
the section is carried. 


Coming now to section 4 of the bill we have alr eae dealt w ith that. 

Section 5 is carried. 

No. 6 is deleted. 

No. 7—you have already dealt with that. Shall I go over these amendments 
again? 

Some Hon. Mrempsrs: No. 

The CHAIRMAN: Section 8 is deleted. 

Section 9; you have agreed on that in the mimeographed copies. 

Section 10 has just been dealt with. | 

Section 11—there is a new section 11. Have you got that there? 

Mr. Lusace: That is that one. 

The CHAIRMAN: Oh, you have agreed to that. 

No. 12 is carried without amendment. 

Section 13 is carried without amendment. 

Section 14 has to do with the fee section. That’ was mimeographed and 

Section 15 is carried. : 

Section 16 is carried as amended; there is one slight amendment in line 13, 
the word “of” is changed to “to”. 


Section 17 is not 17 any more. We have replaced that with a new section 
17. I have it here. This is simply a technical or clerical amendment. I will 
read section 53 of the Act. Section 17 of the bill will amend section 53 of the Act: 


53. (1) A patent shall be void if any material allegation in the petition 


or declaration of the applicant in respect of such patent is untrue, or if the 


specifications and drawings contain more or less than is necessary for obtaining 


the end for which they purport to be made, and such omission or addition is 


wilfully made for the purpose of misleading. if 
Shall section 17 of the bill carry? 
Carried. 
Mr. Fremine: Is that part of the bill? 
The CHAIRMAN: Yes, it will be section 17 of the bill. 
Mr. Fuemrina: It is the section that we have put on the sheet now? 
The CuHatrMan: Yes, but it will be section 17 of our bill. 
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; Then section 18 is an amendment made at the suggestion of Mr. Hackett, 
that the word “inventor” should be changed to “person”, to make section 61 of 

the Act conform with the wording of the ather sections of the Act. 

Mr. Fuemine: That is just clerical. 

The CuHarrMAN: Shall section 18 of the bill amending section 61 (1) carry? 


Carried. 
Section 19: 


Mr. Lesace: That will be section 17 of the bill. 

The CuarrMan: What about the corrections proposed there on filing; the — 
fee there on filing an application for patent is changed from $20 to $25. Is 
that agreed? 

Carried. 

On page 9 of the bill, line 8, subsection (2) is chaneda to subsection (3); 
and in section 10, subsection (4) is changed to subsection (3); lines 15 and 16 are 
deleted. Line 17 has two additions to it. I will read the complete line including 
the amendment: ‘fon asking for a certified typewritten or photostat copy of 
- patent with specifications not exceeding 20 pages”. Is that carried? 


‘ 1 ‘ 
Carried. 


Mr. Fuemine: How much? 

The Cuarrman: There is no change in the amount. 

Mr. Irvine: The prices are indicated on page nine. 

The CuarrmMan: That takes care of section 19. 

q Section 20 we have already dealt with. Section 20 was an amendment to 
_ the penalty section of the bill. 

1 _ Mr. Lesage: Now section 77. We repealed section 77. 

The CHarrMAN: That will be section 20 then. 

Mr. Lusace: Yes. 

The CHatrRMAN: Section 77 of the said Act is hereby repealed—shall that 
B carry? 

Carried. 


Section 21. 

Mr. Fuemrne: You are repealing the whole of section 77 now, not just (5)? 
The CuHatRMAN: The entire section. 

Section 21 of the bill is an amendment to section 80 of the Act and we have 


dealt with that. 
Carried. 


Mr. JAgmnickE: Mr. Chairman, I have some amendments here which I 
_ would like to place before the committee. 

_ The Cuarrman: Excuse me Just a moment, Mr. Jaenicke, there is one more 
_ item we want to clear up, just another clerical correction; which please write 
In as section 15 (a) of the bill amending section 38 of the Act:— 


Subsection (3) of section 88 is hereby repealed and the following 
substituted therefor. 


The Commissioner may, in his discretion, dispense with the 
duplicate specification and drawing and the third copy of the claim 
or claims, and in lieu.thereof cause copies of the specification and 
drawing, in print or otherwise to be attached to the patent, of which 
they shall form an essential part. 
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Mr. Jamnicke: Mr. Chairman, before you adjourn, would you allow me 
to introduce certain amendments on a few sections of the Act and just file them — 
with the clerk; and then we can discuss them at our next meeting. 

The CHAIRMAN: Yes. : 

Mr. Lusace: I do not see why we seule use these words, what do you . 
think about that, Doctor Ollivier? 

Doctor Ouuivier: What is your question? 

Mr. Lusace: We have said the commissioner may dispense with the third 
copy when he already has the power to dispense with a duplicate. I do not see 
the use of putting this in. I do not want to start an argument about it, but it 
seems to me to be superfluous. 

The Witness: There are duplicate copies of the specifications but three 
copies of the claim are required. Now, that third copy of the claim is only used 
to send to the printers to have the claims that are going to be inserted in the 
Patent Office Record. 

Doctor OLLivier: Unless you want to do away with the third copy and use 
the second copy. 

Mr, JAmNiIcKE: May I place my amendments before the committee? 

Mr. Lesage: Mr. Chairman, I promised Mr. Jaenicke when I acted as 
chairman that he would have an opportunity of placing these amendments before 
the committee. 


The CuairMaANn: I suggest that you file them with the clerk and I will ask 
the clerk to have mimeographed copies made and circulated to every member 
of the committee before our next meeting. 

Mr. Fuemine: To what sections do they apply? 

Mr. JAENICKE: They apply to sections 59, 64, 65 and 66. 

The CHatrMAN: Mimeographed copies are to be sent to every member of 


the committee. We will adjourn now until Tuesday morning next at eleven 
o'clock. 


Se Ce 
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The committee adjourned at 6.00 o’clock p.m. to meet again on Tuesday next 
March 11, 1947, at 11.00 o’clock a.m. 
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MINUTES OF PROCEEDINGS 


| Turspay, March 11, 1947. 
The Standing Committee on Banking and Commerce met at 11.00 a.m., the 


_ Chairman, Mr. Cleaver, presiding. 


Members present: Messrs. Argue, Blackmore, Breithaupt, Cleaver, Fleming, 
Fraser, Gour, Irvine, Isnor, Jaenicke, Jutras, Lesage, MacNaught, Marquis, 
Mayhew, Quelch, Rinfret, Ross (Souris), Stewart (Winnipeg North), Timmins. 


In Senne: Hon. C. W. G. Gibson, Secretary of State; Mr. J, T. Mitchell, 


' Commissioner of Patents, Mr. Christopher Robinson, Vice- President, Patent 


Institute of Canada; Major J. H. Ready, of the Judge Advocate General’ s office; 
Dr. R.S. Jane, Director of Research, Shawinigan Chemicals Limited, and repre- 
senting the Canadian Manufacturers’ Association; Mr. J. D. Barrington, Vice- 
President and General Manager, Dominion Magnesium Limited; Mr. A. J. R. 


y Lanoue, Patent Attorney for the Northern Electric Company, Ltd., and Dr. 


Maurice Ollivier, Law Clerk of the House of Commons. 


7 


The Committee resumed consideration of Bill No.:16, An Act to amend The 
Patent Act, 1935. 


On motion of Mr. Fraser, 


Resolved,—That the Committee hear the representations of the Canadian 
Manufacturers’ Association and of the Dominion Magnesium Company. 


Dr. Jane was called. He made a statement and was examined. 
Witness stood aside and Mr. Barrington was called and examined. 
Witness retired, and Mr. Robinson was recalled and further examined. 


At 1.00 p.m., witness retired and the Committee adjourned until 4.00 p.m., 
this day. 


AFTERNOON SITTING 


The Committee resumed at 4.00 p.m., Mr. Cleaver, presiding. 


Members present: Messrs. Belzile, Blackmore, Breithaupt, Cleaver, Fleming, 
Fraser, Gour, Hackett, Harkness, Irvine, Jaenicke, Jutras, Lesage, Marquis, 
Mayhew, Rinfret, Sinclair (Ontario), Stewart (Winnipeg North), Strum (Mrs.), 
Timmins. 


In attendance: Hon. Brooke Claxton, Minister of National Defence and 
those whose names appear for the morning sitting. 


Mr. A. J. R. Lanoue of the Northern Electric Company was called. He 
made a statement and was examined. 


Witness retired and Dr. Jane was recalled and further examined. 
Witness retired. 


Hon. Mr. Claxton made a statement on the matter of secret patents involved — 
in clause 4 of the bill and proposed amendments thereto. 
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F urther consideration of clause 4 was finally deferred until another sitting. 
Clause 2 of the bill was adopted. ) q 


Mr. Mitchell was recalled. He submitted as following new clause to the 9 
pill: . 
22. (1) On request made to him not later than the thirty-first day of — 

March, 1947, the Commissioner may, subject to such conditions, if any, as 

he thinks fit to impose, extend to a date not later than the said date, the 
time limited by or under The Patent Act, 1935, for doing any act where ~ 
he is satisfied : 

(a) that the doing of the act within the time so limited was prevented by 
a person’s being on active service or by any other circumstances aris- _ 
ing from the existence of a state of war which, in the opinion. of the — 

Commissioner, justify an extension of the time so limited, or 

that, by reason of circumstances arising from the existence of a state 
of war, the doing of the act within the time so limited would have 
been or would be injurious to the rights or interests of the person by or 
on whose behalf the act is or was to be done or to the public interest, 
(2) An extension under this section of the time for doing an act— — 
(a) may be for any period expiring not later than the thirty-first day of — 
March, 1947, that the Commissioner thinks fit, notwithstanding that | 
by or under any enactment in the said Act power is conferred to ~ 
extend the time for doing that act for a specified period only; and 
(b) may be granted notwithstanding that time expired before any appli- — 
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cation or request for extension was made, or that, by reason of that i 

act not having been done for the reasons. set forth in subsection one — 

of this section within that time, the relevant application has ceased or ~ 

expired, or been treated as abandoned. ‘: 

The Committee Ried to let the above clause stand in order that it may be 7 
referred to the proper legal officers for their approval. , 
On motion of Mr. Jaenicke, it was resolved that the following new clause eg 

be inserted immediately following clause 16 of the Bill:— b 
Paragraph (d) of section 66 of the said Act is amended by striking out . 

the word “may” and substituting therefor the word “shall” in line three 

of the said paragraph (d). = 

At 5.30 p.m., the Committee adjourned until Thursday, March 13, at 2 
11.00 a.m., with the understanding that the Committee would then proceed to @ 
the consideration of Bill No. 11, an Act respecting Export and Import permits. | % 
R. ARSENAULT, 2 

Clerk of the Committee. : 
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Ms Mareh 11, 1947 

IE asad Comets mw Basking, ted Cleave met thin day 36 1100 
_ The Caamrman,. Mr. Hughes Cleaver, presided 


The Cecomees- Gentlemen, we have 2 quorum Yesterday, I had 2 tele 
= frome 2 firms oe Toronto requesting this committee to hear 2 representative 


a 4 of the boll These zentlemen, I understand, are now here. Is i your 
ee oe erm nee? 
Mr Peese- I = move 


_ The Caemvwes- Any objections? 
Mr. Freeserve: The representatives of the Canadian Manufacturers’ Assi 
Hatiom are here? 


presentatives now. Any objections? 


-_ 


De B.S. Jame. Director of Research. Shawmigan Chemicals 
» Limited. called: 


ers : representing the Canadian Manufacturers’ Association and I am, at the 
n &. = director of research for the Shawmigan Company m Montreal 


By Mr. Stewart: 

en er Bee cele oe eel on 

- The Canadian Manufacturer: Association is m general m favour of the 
anofl underiying this sectiom because it is realized from recent experience 
aegis era 
. Bat, i tw our belief that the proposed revision of Section 19A is drawn 
i Groad terms as to defeat its purpose. Im particular. we have m mind 
*& om research and development throughout this country 2t 2 time when 
i= planning te spend meressing amounts of money om research Any- 
E Shs dlaciatteet ecactsihy is Conaiiain iotenkibent with the euciatacds 
ui te researeh being given by branches of the ¢ rovermment such as, for example, 
i given by the Department of Reconstruction. Accordingly, we submit, as 
tom EGA of the Patent Act a= proposed m section £ of bill No. 16, 
Gems (—) amd (£) the followme comments:-— 


- - Subsections (1) amd (4) of this section have the effect of empowering 
| the minister to seize practieally amy mvention at all and thereafter pro- 
habit the inventor from making any disclosure about the mventien. Sub- 


defined im The Official Secrets Act. but the definition im that Act is so 
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i the Dominion Magnesium Company and s patent attorney with respect to 


__ The Czemues: Yes. they will follow_ Mr. Fraser moves we hear these 


‘Sectiem (1) ives the power of seizure im respect of munitions of war as 


Su ’ » , 


 beead that it i= almost impossible to concetve of anything which is not at eo 
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Such drastic powers should, it is submitted, be given only if and to — 


the extent that they are clearly shown to be absolutely essential for 
purposes of national defence. The Canadian Manufacturers’ Association 
believes not only that they are unnecessary, but also that they will have 


- the opposite result from that desired. That they are unnecessary is ~~ 


suggested by the fact that no’such power either exists now or even, so far 
as is known, existed during hostilities in England, the United States or 
Canada. If these three countries got through the war satisfactorily 
without any such power, and England and the United States find it 


unnecessary in peacetime, extremely clear demonstration of its necessity | 


in Canada should be required. 

Inventions which are useful for war purposes may be made either by 
persons employed by the Crown or a Crown company for purposes of 
research along those lines, or by independent inventors perhaps for- 
tuitously in the course of other research. No difficulty arises about 
inventions made by the first category of inventors; that is Crown or Crown 
company employees; appropriate arrangements can be made by their 
employers that they should assign any invention. to the Crown, and 
appropriate undertakings can be obtained that they should make no 
disclosure, except as permitted, of any work that they are doing. With 
independent inventors, however, the position is different. The only way 
in which the department will ever hear of an invention made by such an 
inventor before knowledge of the invention has got out to the public is as 
a result of some voluntary act by that inventor—either the filing of an 
application for a Canadian patent or disclosure to the department. The 
only case in which it would ever be necessary to resort to compulsory 


assignment provisions of subsection (1) of proposed section 19A is when, 


after a disclosure as a result of such a voluntary act, the inventor and the 
department are not able to agree on terms of assignment. The subsection 
is likely to be taken by most independent inventors as a warning that 
once they have disclosed their inventions to the department they will have 
to accept as remuneration not what they and the department, bargaining 


on equal terms, can settle on, but what the department is prepared to pay _ 


them or the Commissioner will award them after seizure. The Canadian 
Manufacturers’ Association submits that such a possibility may well 
accentuate the present tendency of technically skilled persons to emigrate 
to the United States (where there is no such legislation) and that in any 
event the inevitable result of the proposed legislation will be that most 
independent inventors will stay away from the Department of National 
Defence if they possibly can. 

The Canadian Manufacturers’ Association agrees with the Patent 
Institute of Canada that the granting of secret patents is an absurdity and 
believes that all the requirements of national defence could satisfactorily 
be met by legislation along the lines of that proposed by the institute. 


Hon. Mr. Gipson: I notice you have left out the appeal which is allowed 
to the Exchequer Court from a finding of the commissioner. 

The CHarrMAN: I am afraid, gentlemen, the Canadian Manufacturers’ 
Association have not had the benefit of our final draft on this section. I 
think their comments deal with bill 16 as referred by the House to this 
committee. 


The Wirness: We are dealing principally with subsection (1). 


The CHAIRMAN: Yes, but I say your brief makes it quite apparent you 
have not had the benefit of the proposed amendments suggested in committee. 
You are dealing with the bill as it was originally referred to the committee. 


™~* 


8 \ 


BANKING AND COMMERCE | | 159 


.. Mr. Fiemine: I do not think that is quite right because they, at least, 
_ have had the benefit of seeing the earlier amendments we have made. There is 
no reference to the definition in the Official Secrets Act in the original draft 
of the bill as it came to the committee. This first paragraph of the submission 
we have just heard does treat with that very subject. However, I do not know 
that the Canadian Manufacturers’ Association has had the final draft of the 
amended section, but they certainly had a later draft than the bill itself. 
The CuarrmMan: I wonder if it might straighten the matter out if they 
had an opportunity of reading the draft which is tentatively proposed? Are 
all the spokesmen who are here this morning, so far as you are aware, presenting 
a brief similar to yours? 
The Witness: I am the only one who is presenting a brief for the 
Canadian Manufacturers’ Association. 
The CuatrMan: Have you checked with the Magnesium company? 
The Witngss: No. 


Mr. Fimmine: Could we ask Dr. Jane to scrutinize this reprinted bill or at 
- least this section of the reprinted bill and then call him back later? 
The CHatrman: I think it better to do that than to ask him any questions 

*. now. 
a Will the committee now deal with the proposed amendment? If, after 
hearing the witnesses, any changes are proposed, the chair will accept them 
for the purpose of a vote. In section 19A (1), “the inventor of,” then add the 
words “any invention or—’ 

The Wirness: May I ask if there has been any change in section 1? 

The Cuairman: Just wait one moment and you will have it. 

Mr. JAmnickn: “Any invention of or any improvements in—” 

The Cuarrman: No, “any invention”; invention as defined by the Act. 
Strike out the word “any” before “improvements” then, read, “of improvements 
in”, and after the word “Act”, “instruments or”. 


Dr. Ounivirr: I think, “any invention of or improvement in”, would be 
_ better. I think that is correct. 

Mr. Fiemine: Will you just read it now so we have all got it, that is, 
the first two lines of the proposed section 19. © . 

The Cuarrman: “The inventor of any invention of or improvement in 
instruments of munitions of war shall—” 

Mr. J. D. Barrington is the next witness. 


Mr. J. D. Barrington, Vice-President and General Manager, Dominion 
Magnesium Limited, called: 


The Wirness: Mr. Chairman and gentlemen, I suppose you first want me 
to tell you who I am and whom I represent? 

The CHAIRMAN: Yes, 

' The Wirness: I am Vice-President and General Manager of Dominion 
Magnesium Limited.. We object to the proposed section 4 of bill 16 for the 
following reasons: 

I think Dr. Jane has. pointed 8ut very clearly that one of the primary 
purposes of granting patents is to ensure publication of inventions. This is a 
very important part of research in that one piece of research endeavour may 
well be held up due to lack of knowledge of another piece of research endeavour. 
For example, a new metallurgical process might well be held up due to a new 
heat resistant alloy being on the secret list as proposed. 

Secondly, munitions of war include all sorts of things from buttons to new 

alloys for tanks, battleships or aircraft and processes involved in their production. 
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This section would have the effect of giving the Minister of National Defence 
control of new production in Canada. This section would authorize the Minister — 


of National Defence to transfer an invention to the government of another 
country which, in turn, may turn it over to a world competitor of the original 


owner of the een tO. This would mean Canada would lose a substantial — 


asset in world markets merely because of this section in the statute. 

The commissioner of patents, through his minister, is responsible to parlia- 
ment for the administration of the Patent Act. Authority under the Act should 
not be delegated to a department which has no authority under the statute for 
administration, otherwise endless confusion will arise. 

Mr. Penni: Would you mind enlarging upon that? 

The Wirness: I would prefer Mr, MacRae to enlarge on that point. It is 
one of his points and he is better able to do it than I am. I think I can enlarge 
upon it but I think he can do it more clearly than I can. In peace time, there is 
no justification for such strict control. If such control is imposed, it is clear 


the background of commercial experience and development will not be avail-- 


able in time of war. No one person or a department of government can possibly 


appraise all new inventions or classify them as munitions of war which should 


be kept secret. I think that is quite clear. With the fast development of various 
new forms of warfare, it would be utterly impossible to know what to keep 
secret and what not to keep secret. Something which should not be kept secret 
today may very well be of importance tomorrow. 


By Mr. Lesage: 
Q@. Who is to decide?—A. That is it, who? 
Q. The Minister of National Defence? 
Mr. Marquis: So, nothing should be kept secret at all? 


By Mr. Lesage: 


Q. Then, you think England should not have kept radar a secret from 19387 | 


and 1939?—-A. If you give such authority it tends to hamper development which 
is so essential in time of war. If this Act were to come into force, then what 
would happen? First, the inventor would probably prefer not to patent his 
invention but to keep it a secret or patent it in some other country. 


By Mr. Marquis: 
@. Do you think experts may decide a thing should be kept secret? Do you 


think experts could do it?—A. They may be able to do it. They may decide Bea : 


it should not be kept secret and tomorrow they may decide it should be. 


@. Are there some experts who could decide that?—A. The development of an . 


invention will not take place. 

Q. So, you contend nothing should be kept secret?—A. No. 

Q. If you do not contend that, you have to admit that some inventions should 
be kept secret during peace time?—A. For example? 


By Mr. Lesage: 


Q. Radar was kept secret?—A. Radar was developed by the British 
Government. 

@. Yes, of course, but suppose it was invented by an inventor who was not 
in the employ of the government, what w6uld have happened? It would have 
been public. Every country would have had it during the war or the commence- 
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ment of the war, at least, whereas only the allies had it. It was an advantage 


due to the fact it was kept secret during peace time. You cannot delete the 


secrecy section, not today, and we have not seen any proposal from either the — 


Manufacturers’ Association or the Patent Institute which could replace that — 


‘section. 


‘BANKING AND COMMERCE | 161 


CB Mr. Mavcoie: 
@. Mr. Chairman, I should like to go back to that point. I should like to 


know if the witness says, “no invention should be kept secret?”—A. No, I do 
not wish to say that. 


@. You do not go as far as that?—-A. No. 

Q. So, if something had to be kept secret, do you admit that the Minister 
of National Defence may have experts who could decide what inventions should 
be kept secret? 


By Mr. Timmins: 
Q. Better than anybody else, probably? 


By Mr. Marquis: 


. Q. Yes. I know the Minister of National Defence is not an expert himself, 
but he may have experts available to decide which invention should be kept © 
secret and which should be public?—A. That is true. 

Q. Do you have any objection to experts whom the Minister of National 
Defence may choose deciding some invention may be useful in war and deciding - 


that those inventions should be kept secret during peace time?—A. Yes, but with 


the Act as proposed, there will be great hesitancy on the part of any inventor, 
no matter what he invents, patenting it in Canada. 
Q. But if the Minister of National Defence has the responsibility of requir- 


a ing that some inventions be kept secret and if he has the experts to decide what 


should be kept secret, where will the harm come? 


By Mr. Lesage: 


Q. What was your preceding answer?—-A. My answer was that there would 
be hesitancy on the pat of inventors, knowing their patents would be taken 
over— | 

Q. Have you any proposal to make? 


By the Chairman: 


; @. You concede, of course, someone must exercise the discretion. Now you 
do not think the Minister of National Defence is the right man to exercise it ?— 
A. No, I point out that I think it is going to ‘stop development. You are going 
to tend to have ereater development in other countries. Inventions are not 
articles of war until they are practical. 

Hon. Mr, Gisson: I should like to get Mr. Mitchell to explain one thing 
which bothers me. How is the Minister of National Defence going to know about 
all these inventions or applications for patents which come into your office unless 
he has a representative in there? 

Mr. Fieminc: Before Mr. Mitchell answers that question, I should like to 
say I do not think Mr, Barrington has made this point: clear. I must confess, 


for myself, I do not understand it. 


_ The Cuatrman: Now, I wonder if you would mind if we cleared up the point 
raised by the minister first. We will hold Mr. Barrington in suspense for a 
moment. 


Mr. Mitcueii: Mr. Chairman, I explained before that when this bill comes 
into force the Minister of National Defence will be asked to appoint three 
officers from the three main services who will attend at the office when they are 
requested to do so to scrutinize any applications for inventions which may be of 
a type which may apply to war. 

Mr. Jagenicke: According to your opinion? : 

Mr. Mircuetyi: According to our opinion; in the first place, we ask them 
_ to attend. Then, they, in turn, will make representations to their minister 
whether they think it should be kept secret. The minister will take the appro- 
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priate action. This procedure was followed during the war and this is only 
a continuation to a lesser degree of what we have done during the last seven years. — 


Hon. Mr. Gisson: Does he keep you advised as to the type of things in which 
the Department of National Defence is specifically interested? 


Mr. Mircueuu: Yes. 
Mr. Japnicke: May I ask one question of Mr. Barrington? 
The CHatrMAN: Let us clear up this point first. 


Mr. Fraser: On this same point; are those officers in your department yet? 
Are they working there now? 


Mr. Mircueiu: No, they do not work in our office. They are members of 
the Department of National Defence. They are technical officers appointed by 
the department to the office and when necessary they are called in as consultants. 


Mr. Frasmr: But the patents are going through your office? 

Mr. MrircHeuu: Yes. ; 

Mr. Fraser: When are the officers called in? 

Mr. Mrrcueuti: When the applications are first received they go to a division 
called the classification division. In the classification division during the war, 
each week I had a list of applications put before me which it was thought might 
help the war. These applications were divided into classes and the classes were 
referred to the appropriate officer of the Department of National Defence and 
also to munitions and supply at that time. 

Mr. Fraser: You are still doing that? 

The Wirness: We are not doing it now because the war has ceased, but we 
could still do it if we so desired. Under this bill we necessarily have to do it. 


Mr. Fraser: You would have to do it under this bill? 
The Witness: Yes. 
The Cuairman: I think that point is fairly clear now. 


By Mr. Fleming: 


Q. It seems to me there is a very serious point which Mr. Barrington has 
raised, but it is not clear in my mind as to the relevancy of the draft which we 
have before us. I would like to get my mind very clear on this before I ask 
questions. J think it would be a very serious: thing if there were legislation 
anywhere which would discourage people from bringing their inventions into 
Canada or which would have the result of Canadian inventions being seized by 
National Defence in this country. You do not go so far as to say that no such 
inventions should be withheld. You do not go so far as to say there should not 
be any secrecy?—A. No. 

Q. Where do you draw the line; and who is to make the decision?—A. I 
think the inventor is probably the only one who can make it. For this reason, 
he is going to make it anyway. In a great many cases patents are applied for in 
the United States before they are applied for in Canada; in a great many cases; 
so there is no secrecy. Now, in his judgment, if he has a patent which is vital 
to this country then it should go to Canada; otherwise he might very well apply 
in the United States and have his patent issued there before he has it patented 
in Canada at all. ‘ 

Q. In other words, if the Canadian legislation did not go any further than — 
the American legislation a person who takes a Canadian patent is assured that 
if the Minister of National Defence takes over this patent, expropriates it, then 
he is going to get compensation for it. Do you see any insuperable difficulty 
there?—-A. Yes. 
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»Q. Do you think this will discourage people from getting patents in 
Pagedatecn The point is probably the inventor is the only one who knows, 
or who does not know, that his patent has been declared secret. | 

Q. He does at the moment he makes his application. When he goes sete the 
Patent Office and before these examiners from the Department of National 
Defence—A. Pardon me, sir; it may not go into this office until it is alent 
public property. 

The CHarRMAN: You say that the inventor is the man who in your opinion 
should make that decision? 


Mr. Barrincron: Whether this Act is in force or not; all right, the inventor 
is still the man. 


The CHatrMan: May I lead on from there, then, following your viewpoint; ° 


_ you say the inventor is going to make the decision. Do you know of anything 


better that we could do to secure that invention for the defence of Canada 
than to pay a man adequate compensation for his invention? 


_ Mr. Barrineron: Yes. Let him patent his invention, develop it and get 
it to the point of being practical before war begins in his own country. 


Mr. Lesace: And other countries will use it. 


__ Mr. Fuemine: I think in order to get at this problem we will have to break 
it down into two cases. First of all the case where a Canadian, and the other 


_ the case where someone outside of Canada proceeds to seek a Canadian patent 


for an invention which may be useful for defence in Canada. Let us take the 
first case. I would like to ask Mr. Barrington if he thinks a Canadian who 
has an invention which would be useful to national defence would seek a patent 
in the United States rather than in Canada, or some other country, because he . 
is afraid his patent will be always open to ‘expropriation here? 

Mr. Barrineton: Yes. The point is this, who-is to judge as to bat is 
adequate compensation. 


Mr. Lesace: The Exchequer Gout: 


Mr. Barrincton: Throughout the world there are very few articles produced 
that are not useful for war purposes. 


By Mr. Fleming: 


Q. I cuite appreciate that. That is the difficulty we had about the earlier 
definition. Let us take the other case. Let us assume an American has a 
useful invention. It is hardly to be expected that he would apply for a Canadian 
patent before he applies for one in the United States. Supposing he applies there 
and then comes to the Canadian Patent Office. If it is clear that the American 
Patent Office is not treating his application in the United States as a secret 
patent application it is hardly likely that would be done in Canada. But 
supposing the American Patent Office is treating it as a secret, then at least the 
Canadian Patent Office knows there has been disclosure in the Patent Office in 
the United States even if there has not been publication in the United States. 
I think it would be reasonable to expect that there would be some hesitancy 
on the part of the Canadian government to take over such a patent because 
of its significance in relation to the defence of Canada; I mean in connection 
with some patent. where a patent has been applied for in the patent office of 
another country.—A. Yes, that would be very true. 

Q. So that from the standpoint of the inventor it seems to me that the 
danger you hold out is not so formidable in that case.--A. No. I am speaking 
of the good Canadian citizen. 

Q. You are limiting your observations to— -—A. The bad Canadian 
citizen, the one who applies for his patent in another country. 

- Hon. Mr. Grsson: Do you think they have no provision for secrecy in the 
United States? 
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Mr. Lesace: They have had that, sir, since 1917. 

Hon. Mr. Grsson: I thought you said there was no provision for secrecy 
in any other country. 

Mr. Barrineron: No. I think it was Mr. Fleming mentioned that. 

Mr. Fiemine: He didn’t suggest going as far as the point raised. 

The CuarrmMan: Gentlemen, it is very difficult to report a meeting where 
there are two or three people speaking at once. If you will try to speak one 
at a time it would be better. 

And now, Mr. Barrington, coming back to the question asked a moment 
azo; what have you to suggest that would be an improvement on our proposal 
that any inventor who makes an invention with respect to a munition of war 
is to be properly compensated for it? 

Mr. Barrineron: I do not think that enters into it. I do not doubt that 
he will be compensated. The point is that if you want to develop research 


in Canada there has to be cooperation all the way through, where something 
is held secret— 


By Mr. Lesage: 

Q. Louder, please. Don’t you think, Mr. Barrington, that if an invention 
is kept a secret and referred to the seientists of the national research department 
that they will go ahead.with work on it with the assistance and collaboration 
of the inventor and such other scientists as may be usefully employed in its 
development?—A. Yes. 
| So we can assume that it is going to be developed?—A. It may be 
developed. 

foe Lit may be, and you have all the chances in the world that it will be— 
A. No, it is Just it may be. 


Mr. Lusace: If it is a necessary invention. 


By Mr. Jaenicke: 


Q. I was just going to ask you a question or two; your work during the war 
was rather important in connection with munitions and instruments of war, was 
it not?—A. Yes. 

Q. Did you work under any patents that were kept secret?—A. a 

Q. How did that work, was it satisfactory?—A. Yes. 

Q. Tell us about it, then. —A. | am afraid I cannot. 

Q. We will evaluate these methods.—A. I am afraid I cannot disclose some 
parts of that work, it is so secret. 

Q. You don’t need to tell us what it is, but the ret hade: as to how it is kept 
secret.—A. I prefer not to, if you don’t mind. 

Q. Now, Mr. Chairman, we are trying to legislate here. Maybe we ought 
to have this meeting in camera, I think we ought to know.—A. I do not think it 
apples to this. 

@. Are there any of the patents that your firm got from the National 
Research Council that are being kept secret?—-A. No. Those are all known. 


Mr. Mayuew: Did they not Lae equipment at the National Research 
Council patents that you are now using? 


Mr. Barrincron: That is right. They were kept secret and later turned 
over. 


By the Chairman: 

Q. Mr. Barrington, as I understand it the purpose of this legislation is simply 
to perpetuate into peacetime procedure that which was followed under order 
in council during the wartime. Now, do you quarrel with it?—-A. I quarrel with 
its use during peacetime. 
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@. Now, we are getting down to the point of your quarrel, why do you quarrel 
with it during peacetime?—A. Because I think it will hinder ordinary commer- 
cial research. . | 


By Mr. Fleming: 


Q. Is that because of the difficulties of distinguishing between what is 
munitions of war on the one hand and what is not on the other?—A. That is right. 
4 Q. It may be a matter of definition, or is definition impossible?—A. A new 
_ alloy may be very important to warfare and may also be applied with import- 
ance to peacetime use, and its development might depend upon its being used 
in peacetime. | 

@. I can appreciate the problem there because we have had some difficulty 
already with the definition. But you are still concerned about discouraging 
the Canadian inventor from entering his patent in the Canadian Patent Office. 
We had provision for assignment during wartime through the Minister of 
National Defence. It was on a capacity basis. I understand that when this 
bill came in first there was no provision for any compulsory assignment of 
patent rights to the minister by an inventor. What we have now in this present 
version is the proposal that the right be given to the minister to expropriate a 
patent.—A. That is right. 

Q. Have you any objection to voluntary assignment in these cases of secrecy 
of patent?—A. None whatever. . No. 

Q. But you are concerned about the right on the part of the Crown of 
involuntary assignment?—A. Yes. 


By the Chairman: 

Q. And you fear the minister may exercise his right to the prejudice of the 
civilian use of patents?—A. Yes. 

Q. Who do you suggest would be in any better position to exercise that 
discretion than the Minister of National Defence?—A. I think that the inventor 
and the Department of National Defence would have to be both agreed to that. 
Q. You say that the inventor should confer and agree, if possible?—-A. That 
is it. : 

Q. If they failed to agree obviously someone must make the decision as to 

what is in the national interest. Who do you suggest to have the final decision ?— 
A. I still think it is up to the country and the inventor. 
r Mr. QuetcH: Is there anything to prevent a Canadian inventor who, 
might be afraid that his patent having been declared a secret of the country 
q from, first of all taking that invention to another country and getting a patent 
E 


where he thinks he can get higher compensation; is there anything at the present 
time to prevent that? If there is nothing to prevent it, is there not a danger 
that that very thing may happen, in which case it would be absolutely useless 
. to declare a patent secret in this country? 
id Mr. Barrincton: That is my point. 


: By Mr. Fraser: 

“4 Q. What about the patents your firm worked for during the war?—A. Those 
patents are no longer secret. They were secret during the war but they are no 
longer secret. 

Q. They were secret during the war; did the inventor in those cases make 
any objection to their being kept secret, if they were Canadian inventions?— 

» <A. Yes, they did. 

La Q. But did they ask that they be kept secret; and, if so, whom did they ask? 

_ —A. The commissioner of patents. 

The CuamrMan: Mr. Lesage has the floor, and then Mr. Timmins. 
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Mr. Lesace: Referring to what Mr. Quelch has in mind, you are talking 


about Canadian citizens filing their applications for patents in other countries— 
which usually means in the States. In the United States they have a secrecy 
provision which they have had since 1917 and which they have in peace-time. 
It reads substantially as follows:— 

Whenever the publication or disclosure of an invention or the granting 
of a patent might in the opinion of the Commissioner of Patents be 
detrimental to public safety or defence he may order that such invention 
be kept secret. 


So there is a measure of compulsion also in the Cites States. If he files it in 
-the United States first it may be held there as it is held here, and I think the 


terms giving discretion to the commissioner of patents in the United States. 


are probably within the proposed terms for discretion to the Minister of National 
Defence here. I think it will be kept a secret in the United States and later 
passed on to the Canadian government, or it will not be kept secret in the 
United States and then the Minister of National Defence can: decide whether 
or not it is to be kept secret here. a f 


By Mr. Timmins: 

Q. Mr. Barrington, I take it that if a Canadian inventor had perfected 
an invention with respect to a munition of war that he would most likely 
be thinking about the remuneration he would receive from the patent if it 
was patented in the Patent Office at Washington, most likely?—A. Yes. 

Q. But your point, I believe, is that in respect of something that the 
inventor might not conceive in the nature of a munition of war or an instrument 
of war that he might apply to the Canadian Patent Office and have it taken 

away from him. Is that the point that you are raising?—A. Yes. 
| Q. And that is the only point about which you are concerned?—A. That 
is one point. 

Q. So that an invention which in the natural course of events had to do 
only with ordinary affairs might be seized upon by the Minister of National 
Defence and the applicant as a consequence might lose the benefit of proper 
remuneration?—A. Well, it is not so much a question of remuneration as it is 
that research may very well be stopped, come to a stop with respect to it. 

Q. Why would it be stopped?—-A. Because someone else who is working 
along similar lines not having any publication of that invention may be stopped. 

Q. In other words, if the minister makes a secret no other inventor gets 
the use of it; therefore, that particular trend is stifled?—A. Yes. They are 
very few pieces of equipment either in wartime or in peacetime which involve 
only one invention. They usually involve a number of inventions and in order 
to design anything, it does not matter whether it is a farm tractor, an airplane 
or anything else, there are many inventions involved. Now, development of 
an invention may be stopped because of secrecy whereas otherwise it might be 
improved both for war or for peace. I am not dealing with one who invents 
a new kind of machine, a new atomic bomb or anything like that. I have in 
mind just the ordinary run of inventions. It might very well be that they 
would say that is the very thing we want and it might be some new type of 
superheat-treated steel. 

The CHatmRMAN: Before we leave this point, the statement has been made 
that during wartime the inventors themselves asked that secrecy be maintained. 


I think we ought to hear from the commissioner and find out whether that is 


accurate in point of fact. 
Mr. Mircueiu: It is not accurate in point of fact at all, Mr. Chairman. 
A great many requests for secrecy were made by the United States government 


and by the British government, but the inventors made no nee whatever | 


for secrecy. 
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Mr. Fraser: Was that in regard to Canadian inventions? 

Mr. Mircuetu: The number of Canadian inventions that were declared 
secret were relatively small. You must bear in mind that there are only 1,200 
inventors in Canada out of 12,000,000 people; in other words one out of 10 000. 
Also that not all of the inventors, hardly any ‘of them, are engaged in war work, 
with the result that the number of inventors in Canada who were working on 
secret work was relatively small. 

Mr. Fraser: Arising out of the point raised by Mr. Lesage is something 
about which I would like to ask Mr. Barrington. As I appreciate it the point 
involved here is, who should have power over the normal rights of the private 
owner of a patentable invention; first of all, with respect to the application of 
secrecy to it; and, second, the taking over of the patent rights from the inventor, 
Now, if I understand Mr. Barrington’s objection to this legislation it is to the 
language of the section; he does not want power given to the Crown to expropri- 
ate and leave it on the basis of negotiation or sale. If the Crown wants the bene- 
fit of the patent then the Crown negotiates with the patentee as to the sale of 
his rights. I am not at all clear yet as to what limits are o be attached to the 
matter, but I take it from what he has said that in his opinion there should be 
~ no secrecy provisions at all in times of peace, no right to the Patent Office to 
impose a blanket of secrecy. At the same time Mr. Lesage has quoted the pro- 
vision of the United States Patent Act which does authorize secrecy on patents 
in their office. 

The Witness: Well; if you carry out my original proposal—may either 
offer, or on valuable consideration may—take the ‘‘must” out of it. You see, the 
unscrupulous person, we’ll say, the individual who wants to get something out of 
it will sell to a foreign power and get his patent abroad. The. good citizen, on the, 
other hand gives it to his own government. 


By Mr. Fleming: 


Q. Then, in the drafting of this bill you would simply write in ‘“may’?—A. 
That is right. 

Q. Without change in the language; may either offer or for valuable con- 
sideration assign to the Minister of National Defence; you have no objection 
to that?—A. No. 

Q. You would not then, I eather, have any objections to the secrecy pro- 
visions which were contained in the original draft af section 19(a)?—A. None 
at all. 

f Q. Your objections then’ are simply to the amendments that has been 
written in since the bill came to this committee?—A. Yes. 

Db Q. Well, that clarifies that. In .other words, you are prepared to have the 
situation continue as we had it here during the war, which I understand is the 
situation that existed during the war where the legislation in the original bill 
was adapted from the United Kingdom Act.—A. During wartime there was 
expropriation as and when it became necessary. 

Q. Not in the order that applies to Patents?—-A. No, but in the over-riding 
order. 

The CHAIRMAN: You will recall that you made that suggestion, Mr. Fleming. 

Mr. Fuemina: Yes, I recall the suggestion. 


The CuHatrMAN: The suggestion was yours. Your suggestion was to repeal 


some of the clauses in the bill in the form in which it originally came before 


this committe. Under section 12, subsection (c), the minister has power now in 
direct fashion to accomplish that objective. 
Mr. Fuemina: I think we all agree, Mr. Chairman, we do not want that 
power to be given indirectly. There was the objection taken to section 12(c); 
_ that if he were to be given that power it would be better for him to be given 
it directly, 
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The CuairnMAN: Yes; and the bill did give the power to do indirectly exactly 
what the present amended section does. 


By Mr. Fleming: 

Q. I would like to ask Mr. Barrington several questions. Do you not think 
that the power of imposing secrecy means virtually the power of compelling an 
inventor to assign his invention to the government? It may be very hard for 
some of us to see your line of distinction between the power to expropriate a 
patent, or to force assignment, and the power to impose secrecy to which you 
are objecting?—A. Well, the power to expropriate stops research at a certain 
time in the proceedings. 


By Mr. Lesage: 

Q. That is the point. You say the power to expropriate stops research Poon! 
Stops further research by any other company or with that type of equipment. 

°Q. Don’t you think that if you have any really important invention it is 
going to be worked in a sensible way and much better by the officials of the 
Department of National Defence or by the National Research Council, with the 
help of the inventor if necessary? Because, after all, I think it is reasonably 
safe to assume that the Minister of National Defence will see that that is done 
in the best interests of Canada-and in the best interests of national defence.— 
A. In that, sir, again, in order for that to succeed, for the government, the 
Department of National Defence, to carry on, you must have the assistance 
of the inventor, he must co- operate, 

Oe did not mean, must; let us say he will be invited to co-operate.—A. 
Well— 

@. Do you know of any companies, your own for instance, who have carried 
on research work for war purposes?—A. No, not for war purposes; but research— 
not all research—I will leave it as mostly research, you might say. What we 
ee during the war is bens utilized now. Where is your secrecy going to 
stop! 

Q. Where are you going to stop; that is what Mr. Fleming’s question to 
you really means.—A. Any new invention, a good many new inventions may be 


considered useful in the next year. Are you going to stop research in Canada _ 


because of that? 

. Not if we admit it is for munitions or instruments of war.—A. It is for 
the use of the country. When it comes to patents, the inventor can do one of 
two things; he may decide to take out a patent or just to keep it secret. 

Q. It is up to him. If he is a good Canadian and thinks and believes it is 
an instrument which is related to instruments and munitions of war; if he is a 
good Canadian citizen to do his best to work it out for the benefit of the Depart- 


ment of National Defence conscientiously —A. But there is a point there which — 


you must keep in mind, and it is this: where a thing is developed in a commercial 
firm it is not secret. It is known to a great many people who by reason of their 
association with the firm are connected with it.. Everyone knows about it. It 


is discussed at staff meetings. It is discussed there and with others. Then you . 


discover that it is something which should be kept secret. Well, it is already 
known to so many people that you can hardly keep it secret from them. 
Q. No, of course not. But you must rely on their keeping it secret.— 
A. Right; again I say you must rely on your inventor. ; 
Q. You have to rely on the inventor to keep it secret?—A. Yes. In other 
words, you have to rely on the inventor anyway. 
Q. To keep it secret?—A. That is it. 
Q. And you can rely on his working on it if he is a good Canadian citizen. 
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By Mr. Marquis: ; 

@. The point I want to stress is this. I think you said a few minutes ago 
that the inventor should decide whether an invention should be kept secret or 
au : es don’t you think that preventing war is just as important as making war? 
—A. Quite. 

Q. So that if you have to take the responsibility of deciding whether or not 
an invention may be useful in wartime is it not the duty of the government 
through the Minister of National Defence to decide which instruments or 
munitions of war are important and whether or not they should be used in war, 
and so on? If somebody could decide if something is to be used for war or not, 
you might go on during the next twenty-five or fifty years and make public 
many inventions with the result that all the countries in the.world will have 
knowledge of these inventions. Then if and when a war starts you would have 
to spend a great deal of money and expend a great number of lives in order to 
repair what has been let out in the meantime. I think it is very important, 


_ Mr. Barrington, that the government should have the decision as to what and 
- what is not to become secret. At the same time let me say that I do not think 


the government will hinder private inventors from developing their inventions. 
I think we can safely leave it at that—A. But you are using the term inventor 
in the singular. 

Q. Will you speak a little louder, please—A. You are using the word inventor 
in the singular. As I said a few moments ago, there are very few pieces of war 
equipment or of commercial equipment which deal with one invention only. 

Q. Yes; but along that line do you think that one may rely upon the 
Minister of National Defence to cooperate with, the commissioner of patents to 
have due regard for the needs of industry, and the safety of the state, to ensure 
that only so much as should be kept secret is kept secret? We could not rely 
on some foreign power doing that for us. If certain things were not kept secret 
anyone could come here and take away any important inventions which might 
prove to be of benefit to countries which at some later time might be our enemies. 
Upon whom can we rely better than the government as represented by the 
Minister of National Defence and experts appointed by him for the purpose to 
decide which patents or parts of patents or inventions should be kept secret? 
I think that is the only point we have to deal with here. 

Mr. Fraser: Mr. Chairman, I would like to ask Mr. Mitchell from what 
source section 19 (a) came? 

~ Mr. Mrreneru: It was originally taken from the British Act verbatim and 
then adapted to our Canadian use here. 


~ By Mr. Fraser: | 
Q. Then I would like to ask Mr. Barrington if he does not think the Act 


as it. exists here in section 19 (a) would only apply to inventions from the 


research council or Crown companies? The government could not really have 
control over anything else, because as you said before it is up to the inventor 
if he feels*it should be secret to ask for secrecy, and if he does not ask for 
secrecy, he can have his lawyers apply for a patent in any other country in the 
world; and therefore it is really only the National Research Council and the 
Crown companies that the Act applies. Am I right?—A. That is right. 

Q. That is the only source from which the government could ask that these 
inventions be kept secret?—A. Yes, because it is up to the inventor to make 
the decision. | 

Q. And there is no law that we have which can compel inventors to keep 
a secret?—A. Right. 


84277—2 


170 STANDING COMMITTEE ~ 


By Mr. Lesage: 

Q. By the way, you said that an inventor would be free to dispose of his 
inventions. Subsection (4) of section 19 (a) says—an inventor or a person 
making an assignment under this section—comes rae: the provisions of the 
Official Secrets Act?—A. What did you say I said? 

Q. That even if the inventor assigns A. Oh, yes; but you were speaking 
of an inventor. When it comes to the development of that invention there 
probably is a big chance that a whole department of a commercial firm may know 
about it. 

Q. You mean, may have some interest in it?—-A. Oh yes, or knowledge of it. 
In most cases probably the whole staff have talked the development over. 


Q. And then we would have to amend section 4?—-A. It would apply to _ 


patents anyway. 

Q. I think if the intention was to require an assignment to the Minister of 
National Defence on behalf of His Majesty, and so, we should have sanctions 
to ensure such action being taken. May I draw the attention of the committee 
to that? | 
The Cuarrman: My answer to that would be this: what sanctions would 
you have in mind? I would suggest that what you have in mind is already 
provided under the powers of expropriation. Well now, how much better would 
the power of expropriation be than your present wording because under your 
present wording, by action in the court, the minister could compel the transfer. 
Expropriation proceeding is also an action in the courts, so what better sanction 
could you have than this compulsory legislaticn. 

Mr. Lesace: If the Minister of National Defence has to take action in the 
court, the secret will be divulged. | * 

The CHarrMAN: In your expropriation proceedings, the sanction you suggest 
would be subject to the same criticism. | 

Mr. Lesacre: We could hold it in camera. 


By the Chairman: ) 7 
Q. Ihave a suggestion to make. Were you content with the bill as originally 
referred to the committee?—A. I think we would have to study it a little closer 
because it was the last billas revised at which we looked. 
Q. You made no objection until the committee started amending this section. 
Now, I am asking you are you content with the section as originally drafted? 
—A. I did not see it. I think I saw the last one. 


By Mr. Fleming: 


Q. I understood Mr. Farasion indicated he was satisfied to Lee the 

ee hanea which were in effect during the war continued?—A. That first bill— 

s I say, I have not had an opportunity of restudying this one. I did see it 
a it sounded all right to me. 

The CuarrMANn: It occurred to me that Mr. Fraser has brought out a point 

in that the bill, as originally referred to the committee,is copied from the British 

legislation on the same subject. It may ‘be that we would be well advised to 


pass the section as originally drafted and forget about all of our proposed — 


amendments. 
Mr. Fraser: May I ask another question on that point of Mr. Mitchell, 


Mr. Chairman? This section which was taken out of the British Act, was it put 


there during the war or was it before the war? 
Mr. Mircueiu: Before the war. 
Mr. Fraser: Do you know what year? 
Mr. Mrrcuett: I cannot tell you exactly the year, but I can find ae out. 
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Mr. Fraser: Does it refer to a time when, perhaps, Britain was at war? 
Was there any mention of that? 


Mr. Mircueui: I think it was subsequent to the first war, but I am not sure. 


Mr. Fraser: What I am trying to get at is whether this Act was put in just 
in order to cover inventions or patents during war years or whether it was for 
peace time? 


Mr. Mitrcuetu: I think it was for peace time. I do not think it is restricted 
to any particular period. | | 


Mr. Fueminc: It is permanent legislation, as I understand it. 
Mr. MircHeui: Yes, it is permanent legislation. It is in force. 


Mr. Fremine: There is a factor there, I think, of which we have to take 
account. I should like to put this before Mr. Barrington clearly. I think we all 
appreciate the fact that preparation for war from now on will be a different 
matter from what it has been. From now on the nation that is going to be strongly 
prepared for war will be the nation which has carried on research and invention 
faster and further than any other nation. Now, is there any change in our 
approach to legislation of this kind? I have indicated i in a previous meeting, Mr. 
Chairman, my own view of this matter would be qualified to some extent by the 
attitude of our own Department of National Defence. If they are not going to 
have the means put at their disposal for carrying on research far more seriously 
than has been done in the past, I would be rather reluctant to see power put in the 
hands of the minister which might prevent that research being carried on by 
private individuals in the country. On the other hand, if the Department of 
National Defence is going to be given the means to measure up. to, this new 
responsibilty and will push research faster and further than ever before, then 
I think we will have to take account of the necessity of giving the Minister of 
National Defence the necessary powers for that purpose. 

Would Mr. Barrington care to comment on that, because he was not present 
at the meeting when this was discussed with the witnesses from the Department 
of National Defence? 


The Wirness: I very much approve having the Department of National 
_ Defence carry on a very aggressive campaign of research. I think in that regard 
_ the department could well follow what has been done by the United States 
Army and Navy Industrial College, where they have taken industry right into 
camp and are watching developments in all lines of endeavour. They are keeping 
in very close touch with it, whether it is research in plastics, metals, motor 
vehicles, etc. The United States department is very aggréssively following every 
line of commercial research. 


By Mr. Fleming: 


Q. Just what do you mean by, “taking industry into camp”? You do not 
mean compulsory power?—A. No, what I mean is not keeping apart from indus- 
try, but knowing what industry is doing. 

Q. Is industry always willing to disclose to the United States army what 
they are doing? Some of these inventions would have civilian uses as well as 
military ?—A. In regard to the one industry of which I know, which is the metal 
industry, I would say yes, that there has been a very open discloseure of 
developments. 

Hon. Mr. Greson: Is the difference in the United States the fact that they 
do not expropriate the patent, but they do provide for its being kept secret for 
the purpose of national security? 

The Witness: I do not know, sir. 
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Mr. Irvine: I was wondering whether the witness ‘was afraid we would 


hear him. We are sitting here straining every nerve trying to hear him and he is 
whispering into the ear of someone else in the corner. 


The Witness: I am very sorry, sir. 
Mr. Irvine: So am I, I tried to get you to speak up. 


By Mr. Fleming: 


Q. There is one other point which is the one we touched upon earlier. I do 
not know whether we can come any closer to meeting the view of Mr. Barrington 
by applying ingenuity to this matter of a definition. The committee is faced 
with the very great difficulty of defining “munitions and instruments of war”, 
in such a way that we will, at least try, to exclude civilian uses or development 
for civilian purposes. Now, can Mr. Barrington help us on that? I think we 
all appreciate the difficulty and the breadth the definition is going to have and 
the extent of the powers the minister would have under such legislation as this?— 
industry, I would say yes, that there has been a very- open disclosure of 
“munitions of war” was such that it meant what that very word says, it 
might be possible to make a definition such as confined it actually to weapons. 
On the other hand, I feel that with the modern warfare of to-day, that includes 
some of the most important parts of warfare. 

If it just referred to weapons, someone might devise a new landing barge 
which is not a weapon. It might be used on a canal or something of that sort. 
I think it would be very difficult to try and define where ordinary commercial 
products stop and weapons of war start or a Was of equipment useful in war 
starts. 

@. We had quite a discussion in the last meeting with regard to the sugges- 
tion we use the definition of munitions of war in the Official Secrets Act, which 
is very broad?—A. Oh, yes, it covers everything. 


@. It could include a multitude of things having a more potential civilian 


use than military?—-A. From boots and shoes to buttons. 
 Q. Yes, it might be buttons or anything else; that was an example I used 
the last time, buttons. We have a rather restricted definition proposed this 
morning. Do you think this definition helps us at all in meeting your objections, 
“the inventor of any invention of or improvement in munitions of war ”: the 
bill does not have any definition of “munitions of war’. If a dispute arose 
between the Minister of National Defence and the applicant for a patent as to 
- whether his invention or improvement is a munition of war, it might get to the 
courts?—A. Yes, and you have a precedent for that in that there was a munitions 
and supply department which would separate munitions from supply. 
Q. I am just wondering if this does not meet the substance of your objections, 
the fact that we do not propose to say, as yet, in the bill that it is what seems 


to the commissioner of patents or the Minister of National Defence to be an 
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invention of or improvement in munitions of war or instruments of war; itis not 


given to him to make a definition. The bill does not define it and if a question 
or dispute arose between the parties as to whether an invention was really a 
munition of war it would have to go to the courts, I take it, before expropriation 
could take place. I think, in the meantime, the secrecy provisions would be in 
effect. I am exposing my mind to you so that if there is some answer, you will 
have an opportunity of giving it, Mr. Barrington. I find it a little difficult 
to follow your reasoning when you make your objections to the expropriation 
provision and, at the same time, you indicate that your objection to the secrecy 
provisions does not go very far. If you are prepared to admit the necessity for 
secrecy, I can see that the language of the original bill or even the American 
law as it stands to-day, suspicious use could be made through the Patent Office 
of that power to impose secrecy. You could put the iron curtain down on this 


BANKING AND COMMERCE Be 


invention and, at the same time, refrain from expropriating. If the minister 


wanted to use that power improperly, could he not, in effect, nullify the value 
of that invention to the inventor? 

Hon. Mr. Greson: Except that he could go on working at it. 

The CHatRMAN: Gentlemen, the British have an Act which was passed in 
peace time. We heave no reason for assuming that it is not working satisfactorily 
and therefore we must presume it is. Had we not better go back to the bill in 
the original form as we received it from: the House and pass the section as it is 
in the bill? 

Mr. JApnickE: Mr. Chairman, what bothers me about the brief of the 
Canadian Manufacturers’ Association and of the Patent Institute is the 
suggestion that what we are trying to pass is an absurdity. I do not think it is, 
but do you not think we should get the opinion of the Rt. Hon. Mr. Howe, the 
Minister of Munitions and Supply? I think he handled most of these patents 
during the war and I should like to get his opinion on the matter. 

The CuHarrMan: The bill, in its present form, simply carries on into peace 
time the procedure which was followed during the war. As I understand the 
witness, industry is not seriously opposed to that. 

Mr. Irvine: I would like to have someone who would demonstrate the 
necessity for secrecy, in the first place. Secondly, I should lke to have someone 
say what relationship a secret patent act in Canada might have or what effect 
it might have on the United Nations peace policies in the future. Then, I should 
like to know whether it is possible to keep anything secret at all and whether 
it is a wise policy for any government to follow in these days? 


The CuHatrMANn: Mr. Robinson, you are the next witness, 


Mr. Christopher Robinson, Vice-President, Patent Institute of Canada, 
recalled: 


The Wirness: Mr. Chairman, the comments by the Patent Institute of 
Canada do not relate to the subsection which so far has been under discussion. 
These comments relate to the later subsections of the proposed section 19A 
which deal with or centemplate the granting of secret patents. The patent 
institute has prepared a memorandum on the subject which I propose to read. 


By the Chairman: 


Q. Before you continue, if the bill is passed by this committee in the form 
in which it came to the committee, have you any objections?—A. Yes, sir, on 
the secret patent. 

Q. You still have objections?—A. Yes, sir, and it is with those objections 
I wanted, if I might, to deal. 

A patent ‘on an invention is merely a right to prevent others from making, 
using or selling the invention without the patentee’s permission. A secret right 
of this kind seems an absurdity. The very term “patent” is an abreviation of 
the term “Letters Patent’, i.e. an open or public document in which the Sovereign 
specifies the exclusive right which is granted, so that everyone may know what 
they are prohibited from doing. “Secret Letters Patent” is accordingly a 
contradiction in terms. How, in fairness, can a man be made to incur a legal 
liability for doing something which he had no way of knowing he was not 
allowed to do? Yet a secret patent would impose just this hability. If some 
manufacturer made, independently, an invention which happened to be already 
covered by a secret patent, but had commercial as well as wartime utility, and 
proceeded to develop it commercially, he would find himself lable to pay 
damages for infringing a monopoly of the existence of which he had no means 
of knowing. 
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So far as concerns an invention which is to be kept secret in the interests 
of national security, the Crown’s principal concern with the patent law is that 
no subsequent independent inventor of the same invention should be able to 
obtain a patent which would enable him to claim compensation from the Crown 
for its use. In the United Kingdom, from the law of which subsections 5-14 of 
proposed section 19A are largely taken, the grant of a patent to the Crown may 
be necessary for this purpose. In Canada, however, an application filed in the 
Patent Office by the Crown achieves the purpose just as effectively as a patent 
granted on that. application. If an independent inventor were later to file an 
application for the same invention, a conflict would be declared between the two 
applications, and the later application would be refused if the independent 
inventor could not show that he made the invention before the inventor named 
in the Crown’s application. 

It is to be noted that in the United States, where patents are granted to the 
first inventor, as in Canada, rather than to the first applicant, as in the United 
Kingdom, there is no provision for secret patents. The United States law provides 
simply for withholding the grant and consequent publication of a patent on an 
invention which is to be kept secret in the interest of national security. 

The whole subject of secret applications was thoroughly -eanvassed in 1942 
by a strong interdepartmental committee under the chairmanship of the Under 
Secretary of State and including representatives from the National Research 
Council, the Patent Office, the Departments of Justice, Munitions and Supply, 
External Affairs and the Secretary of State, and also counsel familiar with patent 
matters. This committee at that time settled on a provision in the terms shown 
on the attached sheet. The Patent Institute of Canada is of opinion that such 
a provision would give the Crown all the necessary protection against spurious 
claims by later inventors, and suggests that its substitution for section 19A as 
now proposed in the bill should be seriously considered by the committee. 

Now, the proposal on the attached sheet amounts, in effect, to this, that a 
minister of the Crown may tell the commissioner that the rights to. an inven- 
tion disclosed in a patent application have been assigned to the Crown and 
that that application should be kept secret. Then, that application should be so 
kept and inspected only at the direction of the minister. Furthermore, that the 
secrecy order might be, at some subsequent time, removed. When it is, the patent 


and the application should be dealt with, rather, the application for a patent 


should be dealt with in the normal way, but that the term for which the patent 
is granted should be the usual term of seventeen years less the time during which 
it has been kept secret. Otherwise, you might have a situation where an applica- 
tion has been kept secret in the Patent Office for ten or fifteen years, then the 


patent issued for another seventeen years, which would unduly extend the 


monopoly. 


Finally, there is a provision for sanction for disclosure in breach of the 


undertaking given to the minister. 


By Mr. Lesage: 


Q. In your proposed draft, it must be a voluntary assignment?—A, Yes. 

Q. It cannot be compulsory?—A. No, sir. . 

Q. In the United States it could be compulsory?—A.-No, there 1s no com- 
pulsory assignment provision in the United States. 

Q. The United States provision reads, 

Whenever the publication or disclosure of an invention by the 
granting of a patent might, in the opinion of the commissioner of patents, 
be detrimental to the public safety or defence he may order that the 
invention be kept secret and withhold the grant of a patent— 


I think that is compulsion?—A. I am sorry, sir, I misunderstood you. I ~ 


thought you were speaking of the assignment. There is no provision for com- 
pulsory assignment. 
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By the Chairman: 

Q. There is provision for compulsory secrecy?—A. There is nothing com- 
pelling the United States man to disclose to the government at all. It is only 
if he does file an application that such a provision takes effect. The trouble 
with the American provision, it is the same sort of difficulty as Mr. Barrington 
was mentioning, there is no way of compelling the inventor to disclose to the 


~ government. 


Hon. Mr. Gipson: How could you compel him to disclose? 


The Witness: That is the difficulty; therefore, even a provision such’ as 
they have in the United States ordering any application to be kept secret, does 
not really do what is necessary. Nothing can go the whole way and make an 
inventor disclose. All the United States provision provides for is that any appli- 
cation can be ordered to be kept secret. Then, if a patent is subsequently 
eranted they say the inventor may set up a claim in the United States Court 
of Claims against the government for its use before the application was granted. 
However, there is nothing about a compulsory assignment to the United States 


government. 


By Mr. Lesage: 

may But it is compulsory for the inventor to keep it secret?—A. If he filed 
an application. 

Q. Of course, yes?—A. The difficulty is there is still nothing to compel 
him to file an application. 

Q. The commissioner of patents in the United States must: ion about. it 
and it is the same here——A. There is nothing to compel the inventor to file an 
application at all in the United States. Perhaps I have not made my point 
clear, sir. If a man makes an invention, the question of whether or not he files 
and application is one for his decision only. In the United States the legislation 
provides, if he has filed an application, then that application can be ordered 
to be kept secret. There is nothing compelling him to file an application at all. 
He could file an application anywhere, in Canada or anywhere else. 

(@. He will be compelled to keep his secret where it is a matter of national 
defence or security, but you do not state that here?—-A. But only if he has filed 
an application. 

(. Yes, but in your draft you do not state that. You give too much power 
to any minister of the Crown?—A. No, sir, because it is only when the invention 
has been disclosed and the pending application has been assigned to the Crown. 


By the Chairman: 

Q. In theory, you fear some unsatisfactory results would flow from what 
the government now proposes to do, but up to date it is only a theory. Have 
you any complaints from the United Kingdom that their legislation worked out 
unsatisfactorily or that any dire results flowed as a result of the legislation?—A. 
No, sir, I do not know anything about it except this, I can say, in the United 
Kingdom, because of the fundamental difference in their patent law from ours, 
it may well be necessary to actually grant a patent on some application. In | 
this country, in our view, there is no necessity to grant a patent at all. All the 
protection the Crown needs can be obtained from a pending application, 

Hon. Mr. Gipson: Only if it is assigned to the Crown. 

The Witness: The United Kingdom only gives the assignment to the Crown. 
In other words, the difference between the United Kingdom Act and what-the 
institute proposes here is simply this, that in the United Kingdom they actually 
erant a patent on the secret application. Our suggestion is that having regard 
to the fundamental difference in the law of this country and the law of the 
United Kingdom there is no necessity to grant a patent on a secret application. 
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It is quite enough that there should be a secret application pending in the 
Patent Office. 


By Mr. Lesage: 

@. As in the United States?—A. Yes. 

Q. But in the United States, the commissioner of patents may compel the 
inventor to keep it a secret?—A. We think that is an unwise provision for the 
same sort of reason as Mr. Barrington advanced. It will discourage these 
people from filing applications. 


By the Charman: 

@. Are we too much interested in theory? We have the actual practice 
in Britain to turn to, so are we much interested in the theoretical objections 
if this bill is actually working there? The Englishmen are no different from 
Canadians.—A. They have a completely different patent law, sir. 

Q@. I understand that, but I do not see any force in your argument, that 
the difference in the Patent Act could have any results at all. What harmful 
results would follow? 

Mr. Irvine: We have not sufficient information as to how the. British 
Patent Act is working to warrant us coming to any conclusion. 


By the Chairman: 


Q. If it is working very unsatisfactorily, certainly the patent institute 
would know about it?—A. Not necessarily. 


By Mr. Lasage: 

Q. These suggestions were made in 1942, were they?—A. Yes, sir. 

Q. They were not accepted at that time?—A. No legislation was passed’ 
based on them at the time. 

Q. Orders in council were?—A. No, there were no orders in sirried passed 
as a result of these recommendations. This was a consideration of possible 
amendments to the statute. 

Q. Your suggestions were not accepted?—A. These were not suggestions 
made by the institute. No legislation was based on these suggestions. It 
probably was not necessary during the war because there was the power to 
keep the application secret. There was a question as to what should be’ done 
in peace time when the War Measures Act powers expired. 

Perhaps, with your permission, I might try to make my point a little 
clearer as to the difference between the United Kingdom and the Canadian 
law. 


By the Chairman: 

Q. I know the difference between the Canadian and the United Kingdom 
law in regard to the right to a patent. I take it your argument is, on account 
of that difference, we are going to encounter difficulty here if we copy the 
British legislation in regard to instruments of war, but I do not see any force 
to the argument?—A. It is partly that and partly because of the difference 
in the Canadian law. In our submission, the granting of a patent on a secret 
application is quite unnecessary to protect the Crown. The Crown gets all 
the protection it needs by the secret application without granting any patent. 


By Mr. Fleming: 


Q. You do not want to see a patent ever kept secret?—A. The only kind | 


of a patent should be Letters Patent, open, that*is what a patent is. We quite 


agree that there must be cases in which inventions have been developed by — 


the Crown which should be kept secret. We quite agree the Crown should have 
a record in a public office, namely, the Patent Office, so as to prevent spurious 
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~ elaims by subsequent inventors which might enable the inventors to get a 
patent and set up a claim to compensation’ against the Crown. We feel that 


object can be completely achieved by having a secret application in the office 


and not granting the secret patent. 


Q. Let us turn away, for the moment, from the rights of the inventor 


- and the Department of National Defence, to the rights of a third party. Can 
- you see any prejudice resulting to third parties from the issuance of a patent 


that is kept secret as distinguished from simply letting the application stand 
as a secret in the Patent Otfice?—A. That was the point, sir, which we tried 
to bring out at the end of the first paragraph of our submission, The only 
difference between the patent and the application is that the patent gives a 
monopoly and the application does not. Therefore, if you are going to grant 
a patent you must be granting it for the purpose of giving that monopoly. 
This monopoly can only be used against some innocent third party who happens 
‘to think of the same idea and starts to develop it commercially. He would 
then find himself hable in damages for ras a ay of a patent he never knew 
existed. 


By Mr. Timmins: 
Q. At the suit of whom would he be liable for damages?—A. At the suit. 


' of the patent owner, presumably the Crown. 


Q. That is not likely to happen?—A. If it is not likely to happen, why 


~ grant the patent? 


(. Does it not bring some eae to the matter?—A. No, sir, that is our 


y point. The Crown can get all the protection it needs against spurious claims — 


_ by other inventors by keeping the application secret in the Patent Office. 


The CHatrrMAN: No legislation is perfect. Are you content with the bill 


as originally referred to the committee? 


Mr. Fuemine: I am not content with the last subsection. 
Mr. Lesace: I think we had better work on the reprint after all the work » 


- we have done. 


Mr. Fuemrnc: I would not want to see anything resembling subsection 


- (13) of 19A in our report to the House. 


The Witness: If the members of the committee feel that the ake ections: 
of secret patents, I wonder whether any possible difficulty the Hates of 


- of the patent institute are far fetched and there is no harm in the granting 


secret patents may cause could be overcome hy the insertion of an additional 


_ subsection in the bill which would free from any claim for infringement of any 


secret patent a man who did not know the patent existed. I would suggest a 
clause something along these lines: 

No claim for infringement of any: patent for invention in relation 
to which a certificate has been given by the Minister of National Defence 
as aforesaid shall be maintained against any person unless it is estab- 
lished that, at the date of the commencement of the alleged infringe- 
ment, such person knew of such invention or patent or that at such 
date the Minister of National Defence had waived the benefit of this 
section with respect to the said invention. 


Hon. Mr. Greson: What is the case law on that? Is it not required that 
& person who has infringed a patent must do so knowingly before he is lable 


_ for substantial damages? 


The Wrrness: No, sir, because all patents are public. 


By Mr. Lesage: , 
©. How could a tribunal condemn a man to pay damages if there was 


no mens rea?—A. They can. An innocent infringement is just as much an 
Infringement as one with knowledge. 
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Hon. Mr. Gipson: There have been no secret patents, but the common law 
is good enough to take care of that. 
The Witness: My suggestion is an additional subsection such as this 


would overcome any difficulty we fear if the committee feels secret patents 


should be granted. 


By Mr. Lesage: 

Q. Would you just read that again?—A. “No claim for infringement of 
any patent for invention in relation to which a certificate has been given by 
the Minister of National Defence as aforesaid shall be maintained against any 
person unless it is established that at the date of the commencement of the 
alleged infringement such person knew of such invention or patent or that at 
such date the Minister of National Defence had waived the benefit of this 
section.” Perhaps the committee will remember there is a provision which 
allows the minister to waive the benefit of the section. 


By Mr. Jaenicke: 
@. An action for infringement can only be started after the patent has 
been granted?—A. Yes. 


By Mr. Lesage: 

@. “At the commencement of the alleged infringement—” Suppose he 
commences without any mens rea, then he knows about it and continues, what 
then?—A. That is a possible difficulty, There are difficulties in legislating for 
it because a man might start out innocently and for the purpose of starting 


) 


he may have invested considerable capital. If, after he knew the patent. 


existed, he insisted on continuing, it would be an indication of bad faith, but 
would you say as soon as he found out the patent existed he should scrap 
his $10,000 worth of equipment? 

Hon. Mr. Gipson: Yes, if it is a secret patent. 

The Witness: —and render a man liable for infringing a patent he had 
no means of knowing existed; it does not seem right. 


By the Chairman: 
@. You think he should .be compensated for his investment?—A. No, 
simply permitted to go on as if there were not a patent. 
Mr. Firemine: It is now one o’clock and I presume we will be rising, but 
I was going to make a suggestion which I hope will help us. We have had 
some formidable objections here this morning, and I am wondering if it would 
help if Mr. Barrington conferred with Brigadier Morrison before our next 


meeting. Presumably we are going to do something about this secrecy pro- : 


vision, certainly in the new draft, so that having Brigadier Morrison repre- 
senting the Department of National Defence meet with these gentlemen, would 
likely assist us. Major Ready is here now, and such a meeting might enable 
us to get a little closer to some common eround on this problem. 


The CuatrMAN: I would ask these men to confer. I would suggest that 
we meet at four o’clock. The pressure of time is becoming very serious insofar 


as this committee is concerned. We have referred to us a bill on export- ° 


import permits and we have been asked to clear this patent bill, if it is humanly 
possible, today. . I am quite willing to meet this afternoon and this evening 
if the members of the committee are prepared to do so. Our problem is a 


difficult one, but, obviously, we must make a decision on it. I do not see 


there is much to be gained by postponing the decision ‘much longer. We have 
heard the representatives of all the parties who are interested and we will 
just have to do what we feel is best. I would suggest in the interim, between 
now and our four o’clock meeting, these gentlemen should confer and do 
everything they can to reach an agreement. We will meet again at four 
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: o'clock and I would ask the members of the committee to keep this evening 
clear in order that we can meet‘ at eight-thirty this evening if we do not 
conclude the bill this afternoon. 


Se 


At 1.00 o’clock p.m. the committee ee to meet again at 4.00 
o’clock p.m. 


AFTERNOON SESSION 


The committee resumed at 4.00 p.m. 


The CHAIRMAN: Gentlemen we have a quorum if you would care to start. 
_ We have one more witness, gentlemen, whom we did not have time to hear this 
- morning. Shall we call him now? 


R Mr. A. J. R. Lanoue, Northern Electric Co., Limited, called: 


The Wirness: Mr. Chairman and gentlemen, I am a patent attorney for 
the Northern Electric Company and have been for a good many years. I have 
been in charge of the patent department for the last twenty years, eatin a 
doing all the company’s patent. work. 

In hearing the comments before the committee, it occurred to me if we gave 
- you some concrete examples of what we are trying to convey, it would help you. 

The chairman has given me an opportunity of trying it. I will take one example: 
Edison, after developing his lamp found a defect in it. I forget how he did it, 
but then the next man who came along was Fleming who added a plate in the 
lamp. He found the current would only flow one way and would not flow the 

- other. He called this a valve. 
Then the next man who came along was DeForest, who added the third . 
element to the lamp and who gave us the key to radio and long distance telephones 
as we know them today. The other two gentlemen who really did some work in ° 
_ that connection were Arnold and Langmuir. ‘They pumped the valve to a very 
. high vacuum and that was the last step which opened the door to all the different 


types of tubes which we have to-day. 

Up to the commencement of the second war we had a certain type of vacuum 
- tube. These illustrations show the chain of inventions on which you base all the 
- inventions which come afterwards. At the beginning of the second war we were 
faced with this radar problem. That is, the scientists were trying to find a means 
- of detecting objects in the air. This was done to a minor degree, if I am correct, 
_ with the ordinary tubes as we know them, that is, the glass tubes. Then, the 
research was pressed and out of it developed what we consider the heart of the 
radar system, that is, these tubes here. These were developed during the war. 
~ We manufactured them in our plant and they were kept secret’ Even I was not 
allowed to go in and look at them, even though I was the patent attorney and 
_ I was handling all the secret inventions; I kept them in my safe before they went 

to the Patent Office. 
| Now, the next thing which was developed during the war with these radar 
_ tubes or magnetrons, as we call them, was a microwave radio system, portable, ° 
_ for the army. By means of this, you could communicate on a line of sight as 
far as you could see. It has two antennae, side by side, which were focussed, 
and you keep your conversation going from there to there. You could put another 
one beside it with the same wavelength and it would do the same thing. That 
development, which came out of the war, is basic. This basic idea is going to be 
incorporated in the radio relay: system which the Bell System is putting up 
between New York and Boston. The frequency range of this system is large 
enough to take television on this channel and the Bell System is trying it out to 
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see if it is better than the coaxial cable which we have today, or if it will work 
in with the coaxial cable or if it will work well enough to be put up in isolated 
areas where it is not possible to put up wire lines. Now, that was one of the 
secret inventions which we have just obtained permission, if I remember correctly, 
from the United States Patent Office, to file in Canada. This is one difficulty. 
A work, such as that, as I understand it, would fall within the definition of 
mato and the OE. of the department could make this secret. If he does, 
we cannot use this development in the commercial art. 

Personally, I would never undertake to sit on a committee to judge whether 
an invention was moré important from the munition standpoint or from the stand- 
point of the country as a whole. I might add this; in my younger days, I thought 
I knew quite a bit and I thought the taking out of a patent on an invention for 
the carrier telephone system was nebulous, that we would never get a line from 
Montreal to Vancouver. I said, “Well, we will leave it,” and within eight months 
the different telephone companies got ‘together and put it through. I lost some 


of my inventions. That is the situation you are up against every day in the’ 


week when you are dealing with inventions. 

Another little thing I might add was a development by the Western Electric. 
This company developed a very high speed camera which took pictures at the 
rate of three to four thousand per second. The war department did not find that 
fast enough, as I understand it, so the department developed one with a higher 


speed than that using 35 millimetre film. This camera was so fast it would take a 


picture of a rocket going out of an aeroplane at 800 miles an hour. The depart- 
ment used this for testing purposes in finding out how a rocket operates when 
it leaves the muzzle and what it does after it leaves the muzzle. In peace timé 
scientists use such a camera to take pictures of propellers and what they do under- 
water. Scientists use those cameras to try and improve the propellers and to 
see how they are going to work. 

This Fastex camera, as we call it, is being sold in the United States to be 
used for research purposes. Is it an article or munition of war? I do not know. 
As I see it your definition is so broad it takes in everything. 


By Mr. Fleming: 


Q. Which definition do you wees A. The one which is in the bill. 

(. Which version? We have had several.—A. All the versions I have seen 
so far. I will agree I have not studied them very thoroughly. My difficulty is to 
appreciate the rules. I want to live within the rules; that is why I am trying 
to emphasize the difficulties I find in trying to live within the rules. If we could 
define munitions in such a way that it would mean cannon or ships or mae 
of a military nature, it would help. 

I might emphasize that. point a little more. If that were done, I might say 
“all right, I understand what you want,’ but when you say, “munitions of war”, 


it could apply to all this material which goes into the making of raincoats for > 


the soldiers and everything else. To my mind, those are munitions of war and 
I cannot see any other way out of it. 


By the Chairman; 


@. Would you be content with the actual wording of the bill as it was — 


referred to the committee which reads as follows: 


The inventor of any improvement in instruments or munitions of — 


MUM Ae hae 


A. I am still at a loss, sir. 


(. Could you word it any better than that?—A. No, sir, I cannot; that is — 
my difficulty. If I could do so I would be only too clad to help you.. It is © 
something upon which we just do not see eye to eye. We want to live within 4 
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the rules. If we can understand each other, it will be all right, but my difficulty 


is if we place that in the hands of the minister he, being human like all of us, 


is likely to err. As I said before, I would not want to be in the minister’s shoes 
in applying that section because he is going to have some terrible headaches. 

@. Can you think of any better wording than “instruments or munitions 
of war’?—A. Not without a great deal of thought, sir. I have been thinking 
this over for a week and a half, in fact, ever since the bill came out. I am not 
a very good draftsman at the best of times. I might say this—here, for instance 
is a device to shoot rockets out of a tank which holds this contraption which 
shoots out the rockets. It sends them out in salvos or one after the other or in 
twos or fours. All it is, when you look at it, is a telephone switch wired in a 
special way to do this job. If I was the munitions minister I would say, “All 
right, don’t print that particular thing. I don’t want to publish it.” The rest 
of the stuff is standard and you can use that in your business or eRe else. 
I can understand that. 

Then, there is this other device that we have which, to my recat mast: is 


called the M9 directive. It was used for directing the anti- aircraft guns during | 


the war. Now, this thing has a marvellous brain in that it has a computor in 


there which takes all the angles you shoot at it and sights the gun so that the 


shell comes out of the gun and reaches the place at the designated time the 
aeroplane will reach it. With that device I would say, ‘Now, I do not want to 
publish anything on that.” But, in that device there is this computor which 
was developed to my recollection before the war and which is being used for 


 ealeulations in some of these mathematical calculators by means of which you 


put your question on a tape, put it through the printer and come back tomorrow 
morning and your answer is there. Now, I would say of this particular device, 
“T do not want you to give any of the details.” How you would word this in your 
Act, I do not know. 


By Mr. Marquis: 
Q. May I ask the witness a question? Do you admit that the choice of 


inventions to be used in the war is a matter of public interest?—-A. Yes, sure. 


Q. If it is a matter of public interest, who is entitled to make the choice? 
Ts it the government as represented by the minister or the inventor?—A. I am not 


- in a position to answer that. I do not think anybody could. 


By Mr. Hackett: 
Q. We are trying to enact a law.—A. I appreciate that and I will do all 
I can for you. So far as I am concerned I would say, “Yes, you can have anything 
I have got.” You can have my shirt if you want it. However, I want to play 


fair. I am not going to put everything in the pot and get nothing out of it. 
- In other words, if, from a commercial standpoint, I can go out and put out 


- this telephone system, put some work into it and get some money out of it, I do 


not want to give up that opportunity. 


By Mr. Lesage: 
Q. Could I ask the witness what he would think of the following suggestion 


4 which was given to me by Dr. Ollivier? © 


The inventor of any invention of or of improvement in instruments 
or munitions of war which could be used only as instruments or munitions 
of war shall, if so required . ig 


A. Well, let us give that some study. My offhand impression is that is 


~ more along the lines I have been thinking. 


Q. That is my suggestion?—A. Whether it might be adopted is another 


matter. 


Mr. JAENIcKE: It still leaves the matter to the discretion of the minister. 
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Mr. Lzsace: Yes. | ) 


By Mr. Jaenicke: 

Q. Have you not any faith in our minister? He is not going to make some- 
thing secret which is of some use commercially —A. I would prefer to have one 
of our chemical men answer that question. I think that this gentleman here was 
talking about that particular thing before we met, about your bacteriological 
processes that you had in mind. That is one of the things that could be done, 
one of the ways in which it could be applied. Which is the best? That is the 
question in my mind. I would prefer some gentleman in the chemical field to 
answer that one. I am not qualified. 

{ 


By the Charman: 

@. You know how you have been treated by ihe departmental officers 
during the war. In the light of that treatment would you be willing as repre- 
senting your company to give it a trial on the words that I read to you a few 
moments ago; and then if you found you were badly harmed you could go back 
to parliament?—A. I would not want to go through this again. I would like 
to make sure of the problem now. I am afraid if I came back you would say, it 
is too bad but here is what you have. 

Q. You cannot make any suggestion for the improvement of the wording 
there?—A. How about something like this, gentlemen. We should at least try 
to limit it to something on which we may see eye to eye, in other words, I am 
not trying to be obstructive, I’m trying to find something for you to work on; 
but, as I say, I cannot do it. Maybe some of our other minds can get working 
on it. 

@. Now, the department already nes many of these patents on which you ~ 
are working. Have you had any unfair deals, deals which you would consider — 
to be unfair to you?—A. Not as far as I am concerned, because we have had 
. very few. We have had several which were American inventions which the 
United States government allowed to be barred in Canada as secret, and until 
they remove the secrecy the government here is also bound by it. 

Mr. Stewart: Can the commissioner give us some idea as to how many 
patents of invention discovered by Canadians were filed by Canadians during 
the war which were declared to be secret? ; 

Mr. Mircueru: Relatively few. I could not give you the number, but they — 
were relatively few. 5 

Mr. Stewart: We might be wasting a lot of time here on inventions which 

might not come along for another ten years or so. 
| Mr. Hacxert: Could you not give a statement to Mr. Stewart showing the ~ 
number of inventions registered by people other than Canadians? 

Mr. Stewart: That has nothing to do with this, surely. i 

Mr. Mircueuu: I can say that 99 per cent plus emanated from the United f 
States and Great Britain. ; 

Mr. Stewart: Yes. 

Mr. JAENICKE: You told us that this morning. 

Mr. MircHeu: Yes. 


By Mr. Lesage: 4 

Q. Would the chairman ask the witness what he thinks about, “the inventor — 

of any invention or of any improvement or improvements in any instrument or — 

munition of war shall when the Minister of National Defence believes that such 

invention or improvement is essential and should be used only for purposes of 

national defence— 
The Witness: That may be better from my standpoint, but not very. 
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Mr. Hacxerr: Does that not change the entire sentence? 

Mr. Lxsace: I do not think it does. 

Mr. Hacxerr: The one that I have here does not read that way. 

Hon. Mr. Gipson: You have the old one. You had better get a new copy. 

Mr. LesAce: I was reading from the new draft. 

Mr. Hackett: I am sorry. I have the old copy. 

Mr. Lesacu: I think this amendment would cover a lot of the by ceuett 
that we have heard from the witnesses that we have had here. 

Mr. Gisson: Would it not follow, only if .required by the Minister of 
National Defence; he would not require it unless he considered it necessary? 

Mr. Lesace: Well, they say it is at the discretion of the Minister of National 
Defence. That is too broad. This amendment would lmit it to cases of 
essential national defence. 

Mr. Marauis: But he has to use his own discretion. 

Mr. LesAce: That is right, but we will limit his discretion to cases that he 
' deems essential for use only for purposes of national defence; exactly as it is 

said in the United States statute written for the same purpose. 
Mr. JAENICKE: You are talking about the Minister of National Defence. 
_ Sitice he is here we would like to hear from him. 
: Mr. Fiemine: Has the witness completed his presentation? 


—_— a eee 
_ , 
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P By Mr. Timmins: | 
Q. In so far as the American Patent Office is concerned, did they not during 
_ the war declare certain applications for inventions that came before them - 
secret?—A. Oh, yes, plenty of them. I have one hundred he See of my own, that 
is of my own Western company. 
‘ Q. So there is nothing new in the declaring of Snueanione for patents 
~ secret?—A. No. 
@. Then, following that, did they in the American Patent Office grant a 
patent in respect to secret applications?—A. No, sir. 

Q. They did not?—A. No, sir. 

@. What happened to them?—A. They prosecuted the application to the 
time of allowance and then withheld it from publication. 


5 Q. What happens to the applicant for a patent; does he receive compensation 
_ under the American Act?—A. That is my understanding. 
q Mr. Lesach: That was all discussed this morning. 


By Mr. Timmins: 

Q. Coming back to the principles of the Canadian Act that we have had 
here, we are talking about the secret patent here in this Act?—A. Yes. 

@. What is your main objection to that?—A. The designation. 

@. The designation; in other words that something:may be desirable for 
commercial purposes to-day and to-morrow it may be taken over for military 
use?—-A. Or vice versa. | 

% Q. Yes; and you say you cannot answer that question?—A. No, sir; 
unless they can find a definition. That is my difficulty. 
Q. Just following that one step further; under this Act, compensation is 
provided where a patent is secret?—A. Yes. 
Q. That follows the American Act?—A. But in a different way. 
| @:. But there is compensation?—-A. There is compensation. 
Q. And if you are not satisfied you can take an appeal?—A. Yes. 
Q. And you as a patent attorney would be satisfied about that?—A. Oh, yes, 
if you give me an appeal. 
Q. Then, coming to England—the commissioner has prepared this for me 
and I thought it might-be helpful for him to get the various categories—in 
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England they could also during the war declare certain applications for a 
secret?—A. Yes, sir. 

q@. And according to the minister’s advice there a patent. could be granted ?— 

A. Yes, sir. . 

Q. So that is the very thing we are talking about here for the Ganatenn Act? @ 

—A. But under a different law. ; 

4 


Q. But we figured this section— —-A. The laws of England, the United 


States and Canada vary. 
Q. I see; but at any rate they do orant a secret patent in England?—A. Yes, 


ae ee ee ee 


sir. 

Q. And they go further and if it is something they are mterested in the. 
minister may grant compensation?—A. Yes. 

Q. So we are really travelling along in exactly the same way?—A. That part 
is all right. 

Q. So that we come back to the one thing? 7 Yes. 

Q. Whether it is a munition of war or whether it is to be used in ordinary 
commercial use?—A. Yes. 


Mr. Lesacre: That is the only point under dincusaor 


By Mr. Fleming: 

@. Predicating your position on this bill on the power of expropriation 
given in this latest draft; we discussed this morning eliminating that and going 
back to the original version?—A. That is all right with us. 

Q. And I take it your probelm is in defining instruments and munitions of — 
war?—A. If it is permissive I can go to the commissioner and discuss it with him. 
If he says the invention is one that he figures is a munition of war— 

Q. Your objection is that we simply should put it on the basis of the original 
version of this section?—-A. Yes, sir. a 

Q. Let me ask you one other question. It has been suggested Mr. Robinson’s a 
section, the original 19(a), is not complete in itself. We have added here a 
section ‘which reads as follows: — 
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(12a) No claim for the infringement of any patent for an invention 
in relation to which a certificate has been given by the Minister of © 
National Defence as aforesaid shall be maintained against any person — 
unless it is established that, at the date of the commencement of the ~ 
alleged infringement, such person knew that such invention was patented 
or that, at such date, the Minister of National Defence had waived the ~ 
benefit of this section with respect to such invention. a 


What is your opinion of that?——-A. Perfectly satisfactory to me. 
Q. Do you think it is satisfactory ?-—-A. Yes. 


By Mr. Lesage: e 
Q. You think it is?—A. Yes, sir. Under our law we have only until the ~ 
application becomes a patent. I can manufacture and sell it; I can make © 
thousands of it. After the patent issues, I can still sell it. And now, you give a 
’ secret patent. There is that blank wall against me. I do not know hat itis. | 
@. What about the rights for royalty, and the rights of the original — 
inventor?—A, Yes; apparently he has a patent and I will pay a royalty accord- — 
ing to.the courts, providing the courts say I have infringed his patent. ’'d ~ 
rather say: I’ll pay you five per cent or I’ll quit. . a 


By the Chairman: 

Q. Would you not be safer if you left it to the court to develop case law 
under the new conditions rather than to try legislation to attempt to meet 
these things before they develop?—A. What I think you have in mind there 
is to prevent going to the courts. If we have to go to court to decide questions ~ 
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of law it is going to be mighty expensive. I know the lawyers would be pleased. 

I am not flattering myself, but I have to pay these bills. I know the lawyers will 
- be glad. They will say, we will go before a judge and have him decide this 
question. It seems to me that if we can meet this point by legislation we will be 
all set. 

Mr. Fuemina: I think this clarifies the position of this witness. I do not 
want to interrupt any procedure about suggesting calling the Minister of National 
Defence, but I think it would be helpful to us to have a statement by ue 
commissioner at this stage as to his view on the proposed addition of 12(a) t 
the original section 19(a). 

The CuarrMANn: While the minister is studying that Mr. Jane has some- 
thing further he wanted to put before the committee. Would it not be well to 
recall him now and clean up that tag-end? 


— 


~ 


Dr. R. S. Jane, recalled: 


Mr. Chairman, my remarks this morning were confined almost entirely to 
subsection (1). I would like to say now that the Canadian Manufacturers 
Association withdraws its objection if the subsection is left in its original form. 
There is one remark which I would like to draw to your attention and it is 
this; the object of this section as I understand it is to bring inventions useful in 
_ war to the attention of the Department of National Defence. It is my opinion, 
and I think of the Canadian Manufacturers Association, that the best means 
of doing that is to create in the inventors of Canada, whether they be independ- 
~ ent or working for a company, the maximum incentive to bring such inventions 
~ to the Department of National Defence. I maintain that the section as it now 
~ stands would have just the opposite effect and would keep inventors away from. 
_ the Department of National Defence. 

Z There is one other part I would like to bring to your attention, speaking 
_ for my own company as director of research; I am seriously concerned with the 
effect of this bill, and I think the results will be that money that is now being 
_ made available for research will gradually dry up. 

a As this research work that we are doing matures to inventions we will 
~ be afraid that they will be taken up and confiscated by the Department of 
National Defence. There are one or two other points, but I think they have 
been adequately dealt with by Mr. Barrington and Mr. Lanoue. 


By Mr. Fleming: 


| May I ask if you have any opinion to express on the proposed addition 
& of 12A to the original 19A?—A. No, I have left that-entirely to the patent 


5 people 


= 
_ 
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. Mr. LesAcEe: If I may say so, Mr. Fleming, on account of the objection 
4 which I took this morning to this addition Heoaiee a manufacturer might learn 
about a secret patent after the commencement of his operations, would it be 
z possible to strike out the following words, “At the date of the commencement 
$ go 7 alleged infringement?” Did Mr. Robinson draft this? 


r. FLeminea: It is Mr. Robinson’s draft. 
r, Lesage: What do you think of it? 
‘ a Fraser: You would have to strike out “at such date’ also, would you 
os, 

% . Lesacr: Yes, “at such date”. 

‘¢ ‘3 Fraser: Naturally you would have to strike that out. 


Ay Mr. Timmins: Are we going to hear what the Commissioner has to say 
about this clause? 
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The CHAIRMAN: He is thinking it over. 

Mr. Mitcueii: Mr. Chairman, my objection to 12A is that it is not in keep- 
ing with section 56 of the Act. Under section 56 if a person does not know there 
is a patent he goes on manufacturing, but as soon as he is notified there is a 
patent he stops manufacturing. The same thing should apply to 12A. As soon 
as he is notified there is a patent he should stop manufacturing. It is not enough 
to say there 1s no claim for infringement. It should also contain a clause to say 
the same as section 56 does, “Now that I have been notified there is a patent I 
will stop manufacturing and I will not manufacture any more.” . 

Mr. Lesage: It will be covered by section 56. You do not have to put it 
there. Section 56 will apply. 

Mr. Mrrcueii: Well— 

The CuHatrman: I think you are much safer to leave it as it is and let the 
case law develop on it. It is almost impossible to provide in advance for these 
different, points and contingencies that will crop up. If you provide for one and 
do not provide for another then you may interfere with the level handed justice 
that flows under case law. 

Mr. Marquis: If it is covered by section 56 why do you need a new 
subsection? 

The Cuairman: Shall we hear from the Minister of National Defence? 

Mr. Irvine: On what? What is the subject of the minister’s remarks? 

The CuairMaAn: I take it that the minister is rather interested in these secret 
provisions. 

Mr. Irvine: I should like him to say something about the secret feature of 
this bill, whether it is possible to keep anything secret, whether it is advantageous 


or advisable to try to keep anything secret, whether it would not be better to — 


disclose everything that is discovered to every country in the world, particularly 
if they are willing to reciprocate with us, and whether trying to keep secrets even 
under our Patent Act will not interfere with efforts to make peace that are being 
carried on by international organizations. 


Mr. Lmsace: We will have to sit in camera again if the minister is going to | 


go into that question. 


Hon. Mr. Cuaxton: Mr. Chairman and gentlemen: I think my presence here 3 


is really designed to enable me to follow the course of your discussion on this ‘ 
bill so that I can discuss it with the officers of the department rather than from ~ 


any intention of mine to endeavour to inform you on our attitude or our — 


position. I am primarily here as a learner rather than in any reverse capacity. 
Mr. Irvine: You came to the right place this time. 


Hon. Mr. Cuaxton: I must say I have followed the discussion with great 
interest both from your proceedings and this afternoon. The section which — 
concerns the Department of National Defence is the proposed section 19A. 


On that I-would call to your attention as no doubt you must have been informed 
before—and it is quite evident—that in war many inventions for war purposes 


were not subject to any application for patent at all. Further, in war the” 
government was given powers necessary to look after the safety of the state , 
with regard to patents and pretty well everything else either under the Defence 


of Canada regulations or some other provisions. 


So that this provision is, as I understand it, designed not only to meet the ~ 
situation in the possible event of another war but also in order to ensure that, 
as far as possible, the state is protected in time of peace. We are all aware of 
the fact that very useful inventions are made in peacetime which may be of use 


in connection with instruments or munitions of war. 


3) 
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Section 19A, as it appears in the original draft, was prepared, I think, by 
the Commissioner of Patents. | 
Hon. Mr. Grsson: Copied from the English. 


Hon. Mr. Cuaxton: No doubt in consultation with others, and was based on 
the English Act. It was only after it appeared that my attention was drawn 
to it. I should lke first to say a word on whether or not there is anything to be 
said for there being compulsory expropriation powers such as are suggested in 
the alternative draft that you have had before you. It has ‘been suggested to. 
me by officers of the department that the provision in the original draft, 19A (1), 
“The inventor of any improvement in instruments or munitions of war may 
assign to the Minister of National Defence’, and so on, “‘all the benefit of the 
invention” really adds nothing either to the rights of the inventor or the powers 
of the minister. A voluntary assignment could be made without any such 
provision, but there is, that notwithstanding, an advantage in the draft with the 
provisions for secrecy which follow in subsections 3 and following. So while, as 
I understand it, 19 A, subsection (1), as proposed in the draft bill, does not add 
anything to che rights of the inventor or the capacity of the minister to accept 
an assignment, it does make some useful provisions with regard to secrecy. 

With regard to the alternative draft that has been put before you it would 
obligate the inventor of any improvement in munitions of war to assign the 
patent if required by the minister. It gives the minister a right to exercise that 
power even against the wish of the inventor. I cannot conceive of the minister 
having to exercise such a power in peacetime except in very rare circumstances. 
First of all I cannot conceive of his having to do it in the case of the ordinary 
patriotic citizen who would be prepared to deal with the matter in a perfectly fair 
way in the interests of his country, but there might be a case where an important 
invention was made which the inventor was unwilling to assign, and which it 
might be very much in the national interest that he should not assign to any 
one else. It is on account of that possibility, and to provide for that contingency, 
that I understand this alternative draft has been put forward. 

Speaking largely on the advice I have received,—because I think you 
appreciate that I have had no experience whatever with patents of inventions 
for war purposes,—it would seem to me that there would be a very considerable 
advantage in having the compulsory feature left in, provided some safeguards 
could be introduced to prevent its being abused in any way. 

I really have nothing more to add on that, that is, that I am advised that 
it is quite conceivable that inventions may be made which it would be in the 
interests of Canada not to have made public, and that if that is so,’and one is 
properly advised by competent officials, it would probably be the feeling of any 
Minister of National Defence that the assignment should be made, proper 
compensation should be paid, and the patent kept secret for as long as was 
considered desirable. However, I would add again that I am informed that the 
likelihood of there being many such cases or of such power being exercised, 
except in a rather unusual case where the matter is one of very definite and 
material advantage to the country, would be very small. 

As I say, I have nothing further to add on that point. With regard to one 
other matter which has been raised, the definition of “munitions of war” as 
defined in the Official Secrets Act, I have looked at that and I must say I have a 
good deal of sympathy with the last witness from the Bell Telephone Company. 
The language does seem to go pretty far. If it were desired by the committee 
to keep in any compulsory feature I would hope that some language might be 
adopted following the lines of the suggestion made by Mr. Lesage and others 
which would be far more specific, and really limit the power to be exercised by 
the Minister to matters which were of definite and specific usefulness in 
connection with an instrument of war. 
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With regard to the question raised by the hon. member for Cariboo that is 
a pretty large order. That is the kind of thing they are discussing in another 
place in New York pretty actively. I do not think we are prepared here to have 
any final discussion of it.. I think there was one qualifying phrase at the end 
of his remarks to which I would adhere for the time being at least. That is 
that if 1t could be ensured that there was full publicity for all scientific inventions 
on a completely reciprocal basis then I think there would be a good deal to be 
suid for his case, but that is not possible at the present time. We may be 
working towards it but until we arrive closer towards it, then, whether we like 
it or not, I think it is necessary that nations which have some pride and self 
respect should be prepared to take such steps are are necessary to see to their 
national defence. 

Mr. Hacxerr: Has it not been the experience of the Department in the 
past that inventors have invariably gone to the Department with a view to 
getting the Department to adopt and, if possible, purchase their inventions? 

Hon. Mr. Craxton: I think that is so in the great majority of cases. 


Mr. Hackett: I[ think that is the general rule, but I recall several cases 
which achieved some prominence after the last war where men had attempted 
time and again to dispose of a patent to our War Office and having failed sold it 
to Germany, and it came out through claims against the custodian at a later 
date. To give any value to the suggestion that this extraordinary power of 
expropriation will keep inventors from disclosing their invention to our depart- 
mental officials, that may be paying too high a price for this arbitrary power 
however carefully it may be exercised; and we must not forget that when war 
does come— | 

Hon. Mr. Cuaxton: If war does come. 


Mr. Hacxert: If war does come as the minister puts it—we all pray that 
he may be right—the extraordinary powers which vest in government at that 
time would enable it to exercise powers of expropriation that it does not enjoy 
in peace time. Apparently, in Britain they have not as yet felt that they require 
these extraordinary powers, and if there is any chance of it having the effect 
of preventing the inventor from taking out a patent here and giving to Canada 
the benefit of his invention in time of war it would seem to me that the balance 
of convenience and the balance of prudence would indicate that the first draft 
which I understand is a copy of the British draft, will persist and prevail. 

Mr. Fraser: I should like to ask the Minister if he does not think that this 
first clause here all depends upon the loyalty of the inventor, and by making it 
compulsory you may bring about a certain result: you know yourself, perhaps, 
that if you are told you have to do a thing, many times you will fight against 
doing it; and perhaps by making it compulsory you are making it so that the 
inventor will not go to the Minister of National Defence. 

Hon. Mr. Ciaxton: I am not an expert in patents, but I would think that 
while that may be generally so, Mr. Mitchell, I imagine, could conceive of some 
situation where the man’s patriotism or loyalty is not concerned where it is 
largely a question of bargaining to get the best possible consideration. 

Mr. Fraser: Yes, but the same inventor could say: “They say I have to let 
the Minister of National Defence take this patent, but I will be darned if I 
will do that; I am going to have it patented in every country in the world.” 
And he can do that. He does not have to go to the minister at all. It all 
depends on loyalty. He will object to being pushed into that position. 

Mr. Timmins: Could I ask a question of the commissioner? Having regard 
to the fact that the Canadian Act seeks to certify an application for a patent as 
a secret patent, and having regard to the fact that the British Act provides that 
an application there may be held in secrecy, and having regard to the fact that 


the United States Act provides that an application there may be made secret— 
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Mr. Lesace: In the United States it may be compulsory. 7 

Mr. Timmins: That is it, yes. That is the mandatory section. It goes across 
the three Acts. That is the point where the inventor cannot go any further 
because it is declared a secret. We have not gone very much further than that 
when we put in subsection (1) that the inventor shall if required by the 
minister—we are not going very much further; we are following the trend, it 
seems to me. | 


Mr. Fremine: May I ask if the minister or the commissioner can answer 
my question; it may be more directly within the knowledge of the commissioner? 
As regards the remark made by the Minister of National Defence, between the 
outbreak of war and say up to the present time, how many applications were: 
made for patents of which the Minister of National Defence sought an assign- 
ment and was refused? 

Mr. Mricuetui: I do-not know of any. 


Mr. Fiemrne: And do you know of cases where a request was made for 
an assignment and the assignment was negotiated? 


Mr. Mircueuu: No, I do not know of any either. 


Mr. Fiemine: In other words, the Minister has not taken the assignment 
voluntarily or otherwise of any patent? 


Mr. Mircueiu: I would have to go through each application singly and 
look at the assignments to find out what happened in each case, and, as there 
. were some 4,000 or 5,000 secret. applications, that is an impossibility. Now, 
these applications are passing into the office at the rate of 15 or so a week. I 
have never come across an assignment yet where the inventor was asked for it. 
“There were some assignments made by air force officers to the Crown but they 
were made by these officers voluntarily and under certain particular conditions. 
Mr. Firemine: Well, you may not be sure about the numbers of voluntary 
assignments— i 
Mr. Mircueiu: I think I only know about Air Marshal Ferrier who 
assigned to the Crown probably one or two inventions, but that was a voluntary 
act on his part. 
Mr. Furminc: There have been no cases, though, where assignment was 


rere 


% refused to the Minister of National Defence? 

ue Mr. Mitcueiu: Not that I know of. 

yy Mr. Fuemrne: Perhaps the problem does not look quite so serious then. 
# Mr. Mitcueui: There is a P.C. 9750 where servants and officers of the 
Crown did assign—assignments received from officers of the Crown and servants 
of the Crown—but that is an entirely different thing. You are taking in the matter 
of master and servant, where it may be that a contract of employment or some 
other regulation in the Department of National Defence may have controlled 
4 that. That is not the type of thing to which you refer. 

se The CuatrmMan: Now, géntlemen, the Minister of National Defence has 


indicated to me that he would prefer to have an opportunity of discussing this 
matter fully with the officials in this department; and I would suggest that we 
clear the bill as to all the other clauses and reserve this section of the bill. We 
will call a special meeting later in the week to deal with that. I would hope 
that we could clear all the other provisions of the bill this afternoon which 
~ would mean that we could start on the Export and Import permits Bill 
on Thursday morning. Is that satisfactory? 
Mr. JaenicKxe: I do not know why we cannot carry section 19. 
The Cuarrman: The minister has indicated he would like to confer with 
his officials. 


Reprise 


a 
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Mr. Marquis: But there is no objection to accepting the bill as it is now. 
Hon. Mr. Cuaxton: In draft? 

Mr. Marauis: I think the members would be es to adopt the bill. 
Mr. Fiemrnc: Do you mean the original section? 

Mr. Marauis: No, the new one; the one you have suggested. 

Mr. Fiemine: Mr. Chairman, I have something to say about that. 


The CuHarrMAN: Now, we have plenty of work to do without this. If the 
minister is not ready to express a final opinion now and he has asked for a slight 
delay in order to consult with the officials in his department, why not let that 
section stand? All those in favour of aes section 4 to stand? 

Carried. 

Now, coming back to the bill, section 2, which in the absence of the minister 
was left over, the committee indicated it would approve of the section without 
any salary ceiling. The minister is content to accept that. Shall the section 
carry? 
Mr. Furemine:’ No. I come back to the point I made before in asking that 
this stand over. I would like some assurance from the minister as to the steps 
that would be taken under this amended power in this section if the amendment 
carries. We have not any assurance at all. 

Hon. Mr. Grsson: What is intended will be that the salary will be set at 
$8,000 in line with the recommendation of the Gordon report. Of course, it will 
have to be voted by parliament every year anyway. 


Mr. Lesace: That does not show in the estimates? _ ’ 

Hon. Mr. Gipson: . It would. 

Mr. Irving: Will it be $8,000? 

Hon. Mr. Gipson: I have got to get the order in council passed, but all — 
the other recommendations in the Gordon report, I think, have been accepted— 
recommendations in the way of salaries that were recommended; I think they 
have all been proceeded with, except those that are statutory. 

Mr. Hacxerr: Could the minister say how salaries of this kind are generally 
determined? Is it in this way? 

Hon. Mr. Gipson: No, it is not very often. done in this way. I do not 
think they are in the Act. I think the Civil Service Commission salaries are 
included in the Civil Service Act. 

Mr. Timmins: Carried. 

Mr. Lesage: May we have the assurance of the minister that the commis- 
sioner will receive $8,000? 

Hon. Mr. Gipson: I am recommending it to the council. 

The CHAIRMAN: All the minister can do is assure you it has his blessing. . 

Mr. Lysace: May we have the assurance of the minister he will do his 
utmost in his representations to the Civil Service Commission to raise the salary 
of the assistant commissioner? 

Hon. Mr. Grsson: Of what? 

Mr. Lesace: Of patents. 


Hon. Mr. Grsson: That has to be recommended to the Civil Sartign 
Commission. 


Mr. Lesace: Could we have the assurance of the minister he will make | . 


such representations, because I believe the salary of the assistant commissioner is 
not fair. 


Hon. Mr. Gipson: I do not even know what it is. 
Mr. Timmins: We are out of order. 
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Mr. Lesace: Even if I am out of order, it is an important question. 
The CuatrMaANn: I am going to declare section 2 of the bill carried. 


Now, gentlemen, we have two distinct matters still to clean up. The first 
is the question of unfinished business as of March 31. This has been discussed 
and agreed upon, I understand, by the commissioner, so I will ask him to indicate 
to the committee what he has in mind. While this will not be an added section 
to the Act, it will be an added section to the present bill in order to take care 
of unfinished business as of March 31. 


| Mr. Mircneiu: Mr. Chairman, after we obtained the opinion of the Depart- 

ment of Justice in connection with the emergency rules and regulations which will 
terminate on March 31, of this year, it cast grave doubts as to whether the office 
will be able to handle any applications which come in during the last week 
of March and to which attention could not be given before March 31. Now, if 
_ those applications cannot receive attention under the emergency rules and 
_ regulations, since they have passed out of the picture, there should be some 
__ provision made in the present bill to permit all those cases to be taken up 
at the earliest possible moment and be signed as of the 31st of March so that they 
will have proper legal effect. It is for this reason this amendment is submitted. 

The CHatrMAN: Would you please read the text of the section? 


Mr. Mircueni: The text is this: — 


PROPOSED SECTION 22 OF BILL No. 16 


22. (1) On request made to him not later than the thirty-first day 
of March, 1947, the commissioner may, subject to such conditions, if any, 
as he thinks fit to impose, extend to a date not later than the said date, 
the time limited by or under The Patent Act, 1935, for doing any act 
where he is satisfied 
(a) that the doing of the act. within the time so limited was prevented 

by a person’s being on active service or by any other circumstances 

arising from the existence of a state of war which, in the opinion of 
the commissioner, justify an extension of the time so limited, or 

(6) that, by reason of circumstances arising from the existence of a state 
of war, the doing of the act within the time so limited would have 
been or would be injurious to the rights or interests of the person by 
or on whose behalf the act is or was to be done or to the public 
interest. 


(2) an extension under this section of the time for cee any act— 


(a) may be for any period expiring not later than the thirty-first day of 
March, 1947, that the commissioner thinks fit, notwithstanding that 
by or under any enactment in the said Act power is conferred to 
extend the time for doing that act for a specified period only; and 

(6b) may be granted notwithstanding that that time expired before any 


application or request for extension was made, or that, by reason of 
that act not having been done for the reasons set. forth in subsection 
one of this section within that time, the relevant application has 
ceased or expired, or been treated as abandoned. 


The sections are taken from 1 and 2 and paragraphs (a) and (b) of the 
. first subsection are taken exactly from the wording of the emergency rules and 
regulations, 1939. 
4 The CuHatrman: Mr. Mitchell, who drafted these? 
4 Mr. Mircuetu: Mr. Robinson did, in my presence. This only extends the 
: right to me to act in any case up to the 31st of March, 1947. 
The CHAIRMAN: Have you seen it? 
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Dr. Ouuivier: No, I have not. 

The CuarrMan: Has Mr. Varcoe seen it? 

Mr. Mircueiti: No, Mr. Varcoe has not seen it. We were going to refer 
it to Mr. Draper of the Department of Justice to get a ruling on it. 

The CuatrMan: Is it satisfactory to the committee if this section stands? 
You now have notice of it, so it might stand until it is referred to the proper 
legal officers for checking. 

It is agreable then that sections 3 and 4 shall stand? 

Mr. Fiemine: Three was adopted, Mr. Chairman. 

Mr. Jamnicxe: I have it noted as passed with amendments. 

The CuatrMan: That is quite true, but we deleted from section three a 
subparagraph which must go back in if section 4 is to revert back to the 
original draft. : 

Mr. Lusace: I do not think so, Mr. Charman because in the original draft 
the Governor in Council already had the power to make any rules by sub- 
section (13). More than that, if we go back to the original draft we will have 
to. delete some words in section 13. The Governor: in Council may make rules 
under this section. 

The Cuarrman: I think we are talking at cross purposes. Section 3 of the 
bill deals with both 11 and 12. We cannot carry section 3 of the bill until we have 
disposed of section 4, so both of those sections will require to stand. 

Mr. Lusace: It is there I do not agree with you because we deleted from 
section 12 the powers given to the Governor in Council to make some rules 
concerning secrecy. Even if we have not changed section 4 of the bill, we would 
have to delete it anyway, because it is already in the original draft and the 
reprint. 

The CHAIRMAN: Show me where it is in the reprint? 

Mr. Lesage: Subsection (14) of 19A. 

Mr. Fiemina: It is all there and the language is identical with section 14. 

Mr. Irvine: It cannot do any harm to let it stand and then it would stop 
all this discussion. : mf 

Mr. Fremine: I would oppose the leaving of that subsection in the new 
section 12 for this reason: it was all passed before, but if you want to discuss it, 
the power to make regulations for ensuring. secrecy of patents in the interests 
of the safety of the state under section 12 goes much further than the breadth 
of the language in section 19A. Section 19A deals only with those patents which 
are. assigned to the minister and you have got all the power required to ensure 
secrecy of those applications, that is those assigned to the minister, already in 
the section. You do not need this at all, and it goes much further. 

The CuHarrMan: I find it difficult enough to keep up with the questions of 
one member at a time. Mr. Lesage stated subsection (14) of the bill took care 
of this problem. I cannot find any subsection (14) in the original draft. 

Mr. Lesace: In the original drafi, it was subsection (13). It goes much 
farther and perhaps we will need to modify it, but it is there. 


The CHarrMAN: Well now, just wait a moment. Subsection (13) says, 
The Governor in Council may make rules under this section for the 
purpose of ensuring secrecy— 
As I read the section, that only arises where subsection (3) comes into play. 


Where any such assignment has been made the: Minister of National. 
Defence may at any time before the publication of the patent granted, 
certify to the commissioner of patents that, in the interests of the public 
service— 


and so on. Is that not correct? 
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Ar: hepices Yes. 

vs ane CuHairMan: Then, subsection (3) is restricted to all cases where a 

- voluntary assignment has been made. You will find it is so restricted. 

_ Mr. Lesace: All right, Mr. Chairman, but if we leave section 19A as it is, 

_ there is nothing which prevents the committee replacing—even if we go back 

to the original print, there is nothing which prevents us from replacing sub- 

section (13) of the original draft by subsection (14) of the reprint. It will be | 

— eomplete. 

1 The Cuairman: I think I fully understand your question now. What is 

your point, Mr. Fleming? 

Mr. Fieminc: My point is the same, Mr. Chairman. Tnsafad as it may be 
necessary to pass regulations or make rules for ensuring secrecy, under section 
19A, the power is there, both in subsection (13) of the original version and 
subsection (14) of the reprint. 

Si The CuatrMan: I cannot find the power in section 19A. I think the power 

_ as to secrecy is restricted to patents. which are voluntarily assigned. 

Mr. Fieminc: And it should be so restricted. 

The CuatrMan: No, I do not think so. 

Mr. FLEemMine: That is the reason that subsection {12) (c) in the original 
pill is objectionable because it gives the power to make regulations with respect 

_ to secrecy going beyond the substantive terms of the bill. 

The CusirMan: Yes, but if the regulations as to secrecy are restricted to 
patents which are voluntarily assigned, is your bill worth anything at all? 

¥ | Mr. Lesace: I cannot see that they are restricted in that way. 

The Cuarrman: If you will take the time to read subsection (3) in section 
_ 19A and the original draft, you will see what I mean. It is restricted purely to 
~ voluntary assignment. 

Mr. Lesace: But what is there to prevent us, when we come to section 19A, 

_ replacing subsection (13) by subsection (14) of the reprint. 

“f The CuHatrMan: Nothing at all, except this— 

Mr. Lesace: Let us assume it will be done. 

_ The CuHatrman: Nothing at all, except this, that the witnesses who have 
appeared here today have indicated they have not any violent objections to the 
bill i in its present form. If we go ahead and add subsection (14) to step up the 
~ powers of the minister with regard to secrecy, it would hardly be a matter of 
- good faith to those men who have more or less given their blessing to this bill 
in its present form. 

Mr. Lesace: It is quite the contrary; we are restricting the powers of the 
Governor in Council to make rules if we adopt the a ome Sh of subsection 
(14) of the reprint. 

y The Cuarrman: I am quite willing that it should be left on a voluntary 

basis for the assignment so long as I know, in the back of my head, if any 

- emergent condition arises, the minister has the power to regulate as to secrecy. 

' Mr. JaenicKe: Then, we should reinstate paragraph (c). 
Mr. Fieminc: I am opposed to that as going beyond the substantive pro- 
visions of the Act as contemplated in the amendment. Mr. Chairman, sub- 
section (13) of the original bill provides that the Governor in Council may 

_ make rules under this section for the purpose of ensuring secrecy with respect 

to patents to which this section applies. I am not going to read the balance 
of it, because the balance of it, I think, is entirely objectionable. Then, sub- 

“section (14) of the reprint provides, 
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The Governor in Council may make rules under. this section for the 
purpose of ensuring secrecy with respect to applications and patents to 
which this section applies and generally to give effect to the spirit and 
intent thereof. 


The CuarrMANn: That is quite true, but in the bill from which you are 
reading we have made provision for compulsory assignment. 

Mr. Fueminc: It is just the same provision as you have in the original 
draft. It is on a purely voluntary basis, Mr. Chairman. 

Hon. Mr. Gipson: But with the voluntary assignment in the original draft 
we also had section 3 (c) and section 12 (c) which gave the right to keep a 
patent secret even though it had not been assigned to the Minister of National 
Defence. 

Mr. Fiemrne: I think if there is to be any power given it should be given 
in specific terms and not introduced in general language empowering the minister 
to make regulations. If such a power is desirable, I submit it must come 
under section 19A or some section to be passed under the general heading of 
secret. patents which precedes 19A. It should not be left simply on the basis of 
empowering the Governor in Council to make regulations which are, in effect, 
legislation. It is that very thing we want to get away from now. 

Hon. Mr. Grsson: You are quite right. 

Mr. Fuemine: If there is need for any such power, then let us have it in a 
substantive provision in the Act and not put on the basis of empowering the 
minister to make regulations. 

Hon. Mr. Gisson: We are empowered to do that under section 19B shee 
we have foreign commitments to maintain secret patents which we have received 
from Britain and the United States. 

The CuairMAn: Is there any reason why this whole discussion should not 
stand until we hear from the Minister of National Defence? 

Hon. Mr. Grsson: As a matter of fact, I would like Hon. Mr. Howe to 
give his opinion upon the thing, because I do not think he is particularly 
impressed with the necessity for having secret patents for individual applica- 
tions that are not taken over by the government. | 

Mr. Furmine: I think we had the full answer a few minutes ago from the 
commissioner when he said that nobody had ever refused to assign to the 
minister. 

Mr. Mircueiu: I said I did not know of any. 

The CHAIRMAN: We have a number of amendments with respect to which 


Mr. Jaenicke has given the committee notice. I think we should deal with — 


those now. 

Mr. Lesace: Mr. Chairman, before Mr. Jaenicke begins, may I ask a 
question? I understood that when we redrafted the bill we had arranged to put 
in a section 21. -In the reprint which I have before me I see we have only 
twenty sections. I wonder if one has been left out. 

The CuarrmMan: I can assure you that no section was left out but in the 
hurry and scramble of redrafting and this and that we apparently got one more 
number than we needed. 

All right, Mr. Jaenicke. 


Mr. JAeNnicKe: All the amendments I am _ proposing revolve around 
section 64. | 


The CHairMAN: That is, section 64 of the Patent Act? 


Mr. JAENICKE: Yes, section 64 of the Patent Act. That section provides — F 
that the commissioner may give notice to any patentee to make certain 
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returns. My proposed amendment makes it compulsory; that is that the 


patentee should once a year make certain returns of certain facts. I have added 
a few other amendments. I may say that I have been prompted to propose 
these amendments because ‘of the abuses of patents of which we have read 
and heard; and I think that almost everybody will agree that there are abuses 
of the Patent Act. Now, I realize that my amendments would entail a lot of 
work; and since I have drawn up these amendments I have visited the Patent 
Office and I realized it would be very difficult under present circumstances to 
put these amendments into effect because there is no space for any filing. 


These returns would require a large amount of filing space and would also 


entail further staff being engaged in order to file the returns. Although I 
think it is a good idea, at the present time it is not practicable. There is one 
section, however, section 16(d) of my proposed amendment which deals with 
paragraph (d) of section 66. I might say that in the copy which I have before 


me there appears to be a misprint. It reads “Paragraph (e)”, it should be 


“Paragraph (d)” of section 66 of the said Act—‘‘Paragraph (d) of section 66 
of the said Act be amended by striking out all the words after the word 
‘powers’ in the third line of the said paragraph and submitting therefor the 
following:—” The present Act says that the commissioner may order a patent 
to be revoked; and the principal part of my amendment is that he shall order 
the patent to be revoked. I would suggest, Mr. Chairman, that as the com- 
missioner of patents is here and as he has read over this amendment, I 


- should like to get at least his opinion with respect to the same and then 


decide as to what I propose to do. 
Mr. Mircueiit: Mr. Jaenicke, do you ela to section 64? 


Mr. JAENicKE: I refer to all the amendments, as to what you think 
about them. 


Mr. Mircuetyi: All right. In section 64, while I quite agree with the 
spirit of it, it certainly is unworkable at the present time. It would require | 
about twenty-one more. additional staff and a tremendous amount of floor 
space, and more staff to carry it out. It would mean dealing with 124,000 
reports yearly. We only have personnel at the present time to handle about 
60,000 pieces of mail and putting an additional 124,000 reports in would involve 
a tremendous amount of work. I do not think we could undertake it. The 
spirit of the thing is all right, but it is not practicable under present condi- 
tions. If we were right up to date with our work and had sufficient. space and 
staff to handle it I would have no objection in agreeing with that, but at the 
present moment we are not up to date and we have more applications coming 
in now than we have ever had before in the history of the Patent Office, 
and after this bill goes through I anticipate there will be several thousand 
more coming in. 

The Cuarrman: I take it from what you said, Mr. Jaenicke, that under 


the circumstances you are prepared to withdraw your amendments? 


Mr. JABNICKE: Except the last one. 
Mr. Mrrcuetit: With regard to (d) of 66— 


The CHAIRMAN: I understand your amendment to be that the word “may” 
be struck out and that the word “shall” be inserted at the end of line 3 of 
subsection (d) of 66. 

Mr. JAENICKE: No, it goes a little further than that. 


Mr. Mrrcueuu: I think, Mr. Jaenicke, that the change from “may” to 
“shall” would effect everything you want there. It would then become a 
compulsory section, make it compulsory to void a patent if the patentee did 
not live up to the agreement or if the compulsory licence was not fully lived 
up to with respect either to the righting of a wrong or the abuse of a patent 


~ 
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which had taken place under section 65. I do not think it requires all the 
words that you have indicated there. I think if you change “may” to “shall” 
that will effect your purpose. ; 

Mr. JAgnicKE: J thought your powers were considerably restricted by 


those words and that was the reason for my amendment:— 

He shall order the patent to be revoked either forthwith or after 
such reasonable interval as may be certified in the order: 

Those are the new words. ; 7 
Mr. Irvinn: From where are you reading? ; 
Mr. JAPNICKE: From paragraph (d) of section 66 of the Act. i 
Mr. MircHetu: You will have'to give them a reasonable time before you -) 

can come along and revoke a patent. i 
Mr. JapNickeE: My amendment provides for that:— : 

He shall order the patent to be revoked either forthwith or after : 
such reasonable interval as may be certified in the order: provided ~ 
that the commissioner shall make no order for revocation which is at ~ 
variance with any treaty, convention, arrangement or engagement with — 
any other country to which Canada is a party. j 


3 Mr. Mircueiti: I think putting in the word “shall” would effect the 
whole thing, Mr. Jaenicke; I think it would correct the abuse right. off. 
Mr. Japnicke: Well, I will be satisfied with that. 

Mr. Lesacre: I propose that we do not change it. 

Mr. Hacxerr: Are we going through the Act again? 

The Cuarrman: Well, I do not think it changes the meaning at all by — 
changing it from “may” to “shall”. I do not see any difference in meaning 
between “may, if he is satisfied” and “shall, if he is satisfied’; because he 
does not have to do it unless he is satisfied. 


Hon. Mr. Gipson: No use cluttering up the Act with’ any more amend- 
ments. . 

Mr. Fremine: What was the motion then? 

The CuHarrRMAN:. So far as I know, gentlemen, that ends our work for 
this point. 

Mr. Fiemine: Should that be “certified” or “specified”? The only change 
proposed in the Act is to strike out ‘‘may” and substitute “shall”? 

The CHAIRMAN: YeEs. | 

Mr. Furmine: I think there is a misprint in the draft before us. 

The CuatrMaNn: All in favour of striking out the word “may” and sub-— 
stituting the word “shall” at the end of the third line in subparagraph (d) of 
section 66, signify. 

Carried. 


We will meet at eleven o’clock on Thursday with the other bill referred © 
to us. I will give every member notice of the special meeting we are to call 
to deal with the two sections which stand in the Patent Act. 


= 
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The committee adjourned at 5.35 o’clock p.m. to meet again on Thursday 
next, March 13, 1947, at 11.00 o’clock a.m. 
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ORDER OF REFERENCE 


my pf 4 ; dl 


tart eae Sia Bt ee ‘Tanspay, 13th March, 1947, 


7 LOrdered _That the name 5 of Mr. Smithy’ (York North) ‘be substituted for 
pel Mr. Mellraith on the said Committee. = rt 


i | eau — ARTHUR BEAUCHESNE, _ ‘ 
| AY | ee cas) — Clerk of the House... Nie ie 


MINUTES OF PROCEEDINGS 


The Standing Committee on Banking and Commerce met at 11.00 a.m., 


; 
4 : ! 
Tuurspay, March 13, 1947. 
_ the Chairman, Mr. Cleaver, presiding. 

4 


Members present: Messrs. Belzile, Black (Cumberland), Breithaupt, 

| Cleaver, Fleming, Fraser, Fulton, Gour, Hackett, Hazen, Irvine, Isnor, Jackman, 

- Jacnicke, Lesage, Macdonnell (Muskoka- Ontario), Marquis, Michaud, Pinard, 
Quelch, Rinfret, Sinclair (Ontario), Stewart (Winnipeg-North), Timmins. 


. In attendance: Messrs. M. W. Mackenzie, Deputy Minister; W. F. Bull, 

Director of Export Division; D. Harvey, Director of Import Division, and T. G. 
Hills, Chief of Export Permit Branch, all of the Department of Trade and 
~ Commerce. 


: The Committee proceeded to the consideration of Bill No. Lh, An Act 
respecting Export and Import Permits. 


Mr. Mackenzie was called. He made a statement on the general provisions 
of the Bill and was questioned. 


In the course of Mr. Mackenzie’s examination, Mr. Bull and Mr. Harvey 
answered questions. 


. 
} 
4 
. A copy of “Dominion of Canada Export Permit Regulations, 1946, with 
list of commodities for which an export permit is required as of October 1, 1946, 
and Rules and Information” was distributed to each member of the Committee 
" present. 

At 12.55 p.m. witness retired and the Committee adjourned to meet again 
on Friday, March 14, at 11.00 a.m. 


R. ARSENAULT, 
Clerk of the Committee. 
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House or ComMMons, 
Marcu 138, 1947. 


The Standing Committee on Banking and Commerce met this day at 


' 11.00 am. The Chairman, Mr. Hughes Cleaver, presided. 


The CHarRMAN: Gentlemen, we have a quorum. As you are aware the 
committee is taking up: consideration of Bill No. 11 this morning. Mr. Mackenzie, 
Deputy Minister of the Department of Trade and Commerce, will make a 
general statement in regard to the need for the bill; and then he will be followed 


by officials from the department. Mr. Mackenzie: 


Mr. M. W. Mackenzie, Deputy iia ie Department of Trade and 
Commerce, called: 


The Witness: Mr. Chairman, this bill which deals with both exports and 
imports is proposed for a period of one year. 

Mr. Macponnetu: Might I interrupt the witness to make a suggestion? 
Would it help us if the deputy minister would give us, before plunging into the 
details of this bill, a broad picture of the export-import situation? 

The Wrrness: I really intended to try to do that, Mr. Macdonnell. 

Mr. MaAcponneELL: Yes. ) 

The Wirness: It 1s proposed for a period of one year to continue sonore 
controls which were introduced during the war and which were desirable as a 


necessary part of the whole control mechanism. I think it will be convenient, 
with the permission of the committee, to deal with it under two classifications, 


exports and imports. They are both dealt with in this bill, but they are two 
separate problems really. 
Taking first the case of exports, I think you can go back and say that at 


the beginning, or early in the development, of controls which were brought in 


during war time; and basically as a result of the stabilization policy it became 


necessary to impose export controls to ensure that there would, not be too great 


a drain of goods from Canada, thereby denuding the Canadian supply. We had 
at that time, as you know, a great many different control authorities. There 


- were the controls in the Department of Munitions and Supply; there were the 


administrators in the Wartime Prices and Trade Board; then the question of 
subsidies entered the picture involving the Commodity Prices Stabilization 


Corporation. A great many people were concerned (a) to, maintain (and develop) 


adequate supplies.in Canada; and, (b) to see that when goods were exported 


~ domestic subsidies which had been paid to maintain Canadian prices were not 


paid solely for the benefit of people outside of Canada. An attempt was made 


- wherever practicable to recover subsidies which it was not always possible to 


do mathematically, because a subsidy might well have been paid at an early 
stage in production of the raw material, say cotton. The article which was being 
exported might be in part composed of the product on which the subsidy had 
been paid. An attempt was made to approximate the amount of the subsidy in 
exports of that nature; and the export permit system was used in order to 
recover subsidies where practicable. 
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~ By Mr. Macdonnell: 

Q. When did that begin?—A. You mean the subsidies? 

Q. The controls?—A. I could not give you the exact date; it must have 
been very early in the war. I think it would be right at the beginning of the 
war. I might ask Mr. Bull, director of our export division, who is here, if he 
- could answer that for me. , 

Mr. W. F. Butu (Director, Export Division): They were started in 1939: 
when controls for arms, munitions and implements of war were going to Spain. | 
Then, on May 5, 1941, the export permit branch was started, and in it were 
consolidated all the controls, such as those which had existed in the Depart- 
ment of Agriculture and in the other departments of government, such as the 
Wartime Prices and Trade Board. So that the beginning of the control unit 
of the Department of Trade and. Commerce would be as of the date May 5, 1941. 

Mr. Brack: That would include only specified articles and commodities? 

Mr: Buu: That. is: right. 

Mr. Buack: Have you a list of those commodities? 


Mr. BreirHaurpt: Mr. Chairman, do you not think it would BG preferable 
to have Mr. Mackenzie make his statement first and have questions later? 


The Cuatrman: I think any questions interrupting the presentation of the 
opening remarks should be confined to very, very general questions. 


The. Wirngss: Because so many different branches of government and so 
many different administrators of controls were concerned, it was decided to 
centralize in one place the issuance of export permits. The effect of that was that 
the exporter had but one place to go in Ottawa to get an export permit. If that 
had not. been done the exporter would have had to approach an innumerable 
number of people to get permission. Take for example the case of insulated 
wire and cable. A big export order for insulated cable would involve say copper; | 
and textiles. On the question of supply of copper in this country it would 
involve the metals controller; it would also involve the textile or cotton admin- 
istrator in the case of insulation. It would involve, the C.P.8.C. because of the 
subsidy angele. By centralizing the whole thing in the Department of Trade and 
Commerce it was possible to establish one officee in one place, to which an 
exporter would apply; and it then became the duty of the export permit branch, 
which was established for the purpose, to do the necessary clearing with all the 
administrators involved. As a result of that system the export permit branch - 
of the Department of Trade and Commerce became the centralized office through 
which export permits were issued, although many decisions either to withhold 
exports or permit them were essentially the decisions of some other department 
—the department more particularly concerned. The Department of Trade and 
Commerce played its part in that regard and did its best to see that such exports 
as were permitted—were directed to maintaining trade, with a continuing value 
and to see that historic markets were served. | | 

To give you some indication of the size of the operation, last year, at the 
end of the fiscal year, March 31, 1946, export permits were required on more than 
900 items. Twelve months period before that practically all items were under 
export control. 


By Mr. Macdonnell 
Q. How many would that be; I mean roughly? 
Mr. Buxu: About 1,200, according to this book. 


The Witness: During that year there were 154,000-odd applications for 
export permits. 


Mr. Micuavup: That is for the fiscal year ending March 31, 1946? 
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Mr. Buu: That is right, up to March 31, 1946—154,000. 
Mr. Fiemine: That is export only? 
The Witness: Yes. There were 144,000 in the previous year. I might say 


_ that there are still more now. I think they have reached the rate of about 18,000 


a month now. 
Mr. Buu: ‘That is right. 


By Mr. Breithaupt: 

Q. How many of those requests were granted, Mr. Mackenzie?—-A. Ninety 
percent. I might say in connection with the granting of these permits that as 
the trade became aware that certain permits were freely granted and others 
were almost impossible to grant the percentage of approved applications natur- 
ally went up. During the same year subsidies were collected,—that is during that 
fiscal year,—amounting to about $2,410,000. 

Now, the machinery under which this was done was that the Governor in 
Council could, as a situation developed, place an item under export control. 


By Mr. Macdonnell: 


@. Sorry, I do not understand about the $2, 000 ,000-odd subsidies recovered. 
—A. the export permit branch recovered $2,410 000- odd during that fiscal year. 


By Mr. Hazen: 


Q. From whom?—A. From exporters; being the return of subsidies that they 
had received in respect of the goods that they were exporting. 


By Mr. Jackman: 
Q. May I ask to whom the $2,410,000 is credited on return——A. It would 


be returned. I cannot say specifically in connection with government account- 


ing. It goes back to the Crown, and to the account from which it was taken, 
I expect. 


Mr. JAcKMAN: I expect so, too. I would like to know. 


By Mr. Hazen: 


@. Would you be good enough to take an example of a particular item, I am 
not familiar with it; but. let us say here is an exporter’ exporting an article in 
respect of which he would have received a government subsidy when it was 
brought in?—A. We might very well take cotton which would be involved in 
insulation for wire and cables. The cable manufacturer would have got his 
cotton from a Canadian manufacturer who in turn would have obtained his 
cotton in the form of raw cotton on which a very substantial subsidy had been 
paid. The amount of subsidy recoverable would be assessed having in mind 
the cotton content and the subsidy paid in respect of the domestic market. It 
was not possible exactly to equate all these things for obvious reasons, but that 
is the type of case that would be involved. 


By Mr. Lesage: 

Q. As an example, let us take the case of the subsidy on butter. We know 
that butter is rationed and for some time received a subsidy—still receives it, 
I believe. Take the case of the manufacturer of butter. It is collected for export. 
Can you tell us whether or not the Crown paid a subsidy on butter? I under- 
stand that whether or not it was for export a subsidy had to be paid; that it was 
paid even when that butter was used for feeding Canadians? 

The Witness: I wonder if we could come back to that type of question later, 


Mr. Lesage: Oh yes, that is all right. 
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Mr. Srrewart: It has been suggested that the witness be allowed to go ahead 
and give us a complete picture; then we will be able to question him 
intelligently, I think. 

The CuamMan: Is this committee willing that questions should be withheld 
until the statement is completed? 

Mr. BreirHaupt: Except with respect to the exception one. 

Mr. JAENICKE: Let members make a note of questions they want to ask 
later on. 

The Witness: I think that outlines generally the way in which the export 
permit branch has operated. It did operate as a central place to which exporters 
could apply. The officials of the export branch in turn consulted with the con- 
trollers and administrators and the permits were issued by the export permit 
branch. Now, the next point I wish to deal with has to do with the question 
that has been raised by several people, as to why it was not possible to enumer- 
ate in the law the items that we had under export control. There was one very 
good example of that last year, steel. Steel appeared to be coming into fairly 
good supply and export control was withdrawn. Then, as you will remember, 
there were a number of upsets in the American situation which in turn created 
an extraordinary demand on Canadian supplies, and without export control 
tremendous quantities of steel would have moved to the United States. Now, 
that is a situation that arose entirely outside of Canada, but it is illustrative 
of the sort of thing that happens and can happen so long as Canadian prices 
are below world prices and so long as there are overall world shortages. When ~ 
a particular demand is created in other quarters it can very readily result in an 
instantaneous demand on Canadian supplies. It so developed that export control 
on steel items had to be reinstated in order to protect the domestic supply. That 
is one example of the sort of thing that makes it almost impossible to forecast 
with accuracy just what items have to be included and what we do not need to 
have included. Accordingly, this bill proposes that there should be a continuation 
of the same system; that the Governor in Council would have the authority to 
place under control any export item. I think that, generally speaking, is the 
picture of exports. 

As far as imports are concerned, it became necessary during the war to 
impose import control for a variety of reasons. One of the reasons was that 
the united nations got together and agreed on an allocation of foodstuffs that 
were in short supply. Oils and fats is a very good example of that. Canada is 
far from being self-sufficient in edible oils and fats. We have to import sub- 
stantial quantities. These articles were in world-wide short supply and the 
united nations during the war agreed amongst themselves through their com- 
bined boards to make an international allocation and see that there was some 
equity in distribution amongst the various claimants for the available supply 
of oils and fats. In order to participate in that division an arrangement had to be 
agreed upon. First of all, after common discussion, an agreement was reached 
as to what constituted a fair distribution, and then each country had to agree 
that it would not take more than the agreed quota. The same thing happened 
in canned fish. Sugar is another example. This applied particularly to the 
food situation—where the item was in world-wide short supply and an agree- 
ment was reached, it became necessary for each country participating in that 
agreement to give an undertaking that the country itself would not import more 
than its fair share. That was one of the conditions under which it was agreed 
that a country could have an allocation. Different variations of that same prob- 
lem developed, but they all arose from the fact that a commodity was in world- 
wide short supply. It might be by formal international allocation of a combined 
board. It might be, and it was in some cases, where another government’ which 
happened to be in control of the supply made an arrangement and said: “‘We 
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are only going to deal with other governments in this matter and we will make 
allocations.” Consejuently there are cases where an essential import from 
Canada’s point of view is under the control of a foreign government, and we have 
to maintain import control in order to be sure we will get our supply, and that 
it will be fairly distributed when it gets here. An example of that is the ease 
where Canada is given a comparatively small allocation, something far less 
than the demand for that product in this country. If there was no import con- 
trol it would very likely happen that one or two users of that commodity, who 
happended to be perhaps the biggest or the most aggressive, would go out and get 
the total amount available to Canada. Then the next man who came along would 
find that Canada’s total allocation had been used up. Unless there was an attempt 
to control imports and see to some equitable distribution in Canada we would 
be apt to have too large a proportion of the import going to one particular man. 

In this bill it is proposed that authority be granted for the imposition of 
import controls under conditions of the type I have described, namely, where 
there is a scarcity in world markets, where there are governmental controls in 
the country of origin, or where there are formal international allocations. 

I might say that in the handling of all these import controls, up until now 
they have not been centralized in the Department of Trade and Commerce. 
They have been handled by the various administrators concerned. There was 
not the same urgency for consolidating them in one place. To start with take 
sugar as an example. There was and still is a sugar administrator. He was 
carrying on his negotiations with the international sugar authorities, and he 
was in the best position to issue import permits for sugar. 

While this bill is, as I understand it, the single authority for operating 
import controls of this type, and vests the power in the Minister of Trade and 
Commerce, it is not the intention that the Minister of Trade and Commerce 
should immediately set up an import permit branch of the same nature as our 
export permit branch. As long as the sugar administration, for example, is 
continuing to function it presumably will carry on as it has done over the past 
few years, by some delegation of this authority, but it does mean there is simply 
one authority. 

Another important part of the bill, of course, is that it is for a limited life 
of one year. 

In the administration of these permits the customs department and customs 
officials are the people who actually carry on the work. There is no duplication 
between our officials and the actual customs officers at the border. The customs 
officers at the border are the people who actually, and in the last analysis approve 
the movement of goods either in or out of the country. This Act picks up the 
various provisions in the Customs Act as a means of enforcement. It does not 
set out any particular rules or procedures for the handling of the physical export 
and import of goods. It simply says that goods tendered for export contrary to 
these regulations shall be deemed contrary to the customs regulations. That 
brings the whole thing into the operation of customs and avoids setting up any 
sort of duplicate organization. I think that is all I have to say. 


Mr. Fiemina: Is it the intention to present further introductory data to the 
‘committee through some of the other officials? 
The CHairMAN: What I had in mind was this. 


Mr. Fuemina: Or are we to submit our questions to Mr. Mackenzie now? 


The CuarrmMan: What I had in mind was that after the presentation of the 
deputy minister giving the broad over-all picture if one representative from each 
of the parties would like to make a short presentation in general terms to the 
committee as to the view of his party with respect to the bill perhaps it would 
be wise to hear that now. If not, I think that it would be well to call witnesses 
from the department who will be familiar with all of the details. As to the 
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- examination of the witnesses. I have been wondering how to be fair about it. 
What I would suggest is that I alternate it in this manner. With the first wit- 
ness I will give the members on my left the first chance to question, and with the 
next witness I will reverse that. The reporters would very much prefer if only 
one member would question a witness at a time. It is extremely confusing when 
cross-questioning enters into the discussion. Mr. Jackman, you have the floor 
first. Mr. Bull is ready to answer questions. Are you on export? 

Mr. Buu: Yes. , 

The CHatRMAN: Mr. Bull is now available for questioning. 


Mr. JAckMAN: I judge that the witness would prefer also that only one 
question be asked at a time. I have no statement to make either on behalf of 
myself or anyone else. We are approaching this bill with an open mind and 
are seeking information before we come to any definite conclusion. Naturally 
no one in business likes regulations if they are not necessary. I trust that at 
some time the departmental officials will give us a list of the commodities 
which now require to have export licences. 

Mr. Buty: We have them with us now. Would you like us to circulate 
some of these books? 


Mr. JAckMAN: I think it might be well if we had those so we can see what 
the picture is. That apphes to imports as well as exports. 


Mr. Lesage: May I ask Mr. Jackman to speak a little louder. 


Mr. JAcKMAN: I have asked for the tabling of the list of all commodities 
requiring export and import licences. 


<a 


By Mr. Jackman: | 


Q. Mr. Mackenzie, in regard to the instance of steel which you put forth 
as an illustration of why you did not want to lst in the bill itself certain items 
and not have the power to eliminate and to put back or even to add to the list 
a new item, I wonder if I could question you on the example you gave to see if 
we can get a general principle out of it. Let us suppose that an American steel 
strike did take place, and there was an extra demand on steel which was not 
in surplus supply. How is it that the Canadian steel manufacturers would not 
look after their regular sources of outlet, their Canadian buyers who would service 
the Canadian trade, rather than take a temporary advantage and perhaps get a 
slightly higher price for a short while and in that way make it difficult for the 
Canadian people to get the steel they required. It seems to me surely those steel 
manufacturers could not be looking after their long range interest. Do you | 
really need control? From what I can see of the larger companies particularly, 
where you have got a small group of three or four basic steel producers in the 
country, I cannot understand how they would let the domestic market go 
short, their permanent customers, in order to send steel across the border. Is it 
merely something that exists in theory, in the minds of what we sometimes term 
bureaucrats, or have you found from experience you have to put on these controls? 
Can we go back to the example of steel which you gave?—-A. Unfortunately it is 
not the case that one is talking only of three or four major producers. . What 
you describe might well be the situation if, in fact, the control of steel items 

could be handled by three or four people. It might or might not be the case, 
- but the facts are that there are a great many people capable of exporting steel 
items. It does not necessarily mean that the steel will go in the form of the 
primary output of the basic steel mills. It may go in the form of corrugated 
roofing which is very badly needed. It might be in the hands of warehouses, 
jobbers, all sorts of people. The situation is aggravated where there is an 
, important price differential. The trouble with trying to do it any way other 
than a regulation which applies to everybody can be illustrated in this manner. 


—e 
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Attempts were made earlier in the war to try to control things of that nature by 
that technique, but what happens is this. Let us say 90 per cent of the people 
are playing ball and doing what has been suggested. Nevertheless one or two 
people fall for the temptation of excessive prices, and then there is a good deal 
cf hard feeling about it, but I repeat it is not the case that we are only doing 
with three or four people. There are literally hundreds of people involved in the 
possibilities of exporting steel and steel products. 

Q. No doubt the larger the number the more difficult the problem of control 
is if controls are necessary. It would seem though that even these secondary steel 
handlers, fabricators, wholesale dealers, and others who had any quantity of 
steel at all, would have their regular trade. I am wondering if your experience 
has borne out what I will call the theoretical case. Is it a practical case or is 
it just a theory that you see? What has experience shown as to this example?— 
A. I would say it is almost impossible to try to have it equitable by ‘putting 
it up to a substantial group of individuals because there is always somebody 
who will yield to the temptation of the excessive price he can get by exporting. 


By Mr. Macdonnell: 


Gert would think that i is true, but how substantial does that become? Is that 
not the real question? How serious nationally does it become?—A. Well, it 
would be very difficult to give a specific answer to that. Certainly it has been our 
experience that it is a very unsatisfactory arrangement to try to control some- 
thing that is in short supply in Canada and in strong demand outside of Canada, 
where the outside price is considerably more than our price, by exhortation that 
people ought to look after their own customers. 

@. I can see that, but the whole question, of course, that causes the 
difference among us is the point at which you have got to let nature take its 
course. In other words, let us take sugar or let us take some commodity lke 
wheat where we have made a contract to export. I think we must admit controls 
are necessary there, but surely it does verge from that to places where at any 
rate those of us who are looking for the restoration of freedom as soon as it can 
come will say, ‘Yes, you will not get complete equity there. That is quite true, 
but nevertheless the question involved is not so great but that we can rely on the 
majority of people not, I am afraid, to be terribly high minded but to have 
common sense to look after their customers”. Mr. Jackman has suggested to me 
that the cure may be worse than the disease.—A. I think I can say that that is 
given very real consideration. That is just the sort of problem that is under 
consideration all the time as to what items must be kept under control and what 
can be freed. Items are being continually taken off control. Periodically lists 


- are issued and new items are taken off control. That is done just as fast as it is 


possible to do it. I might say as far as the officials are concerned, the Depart- 
ment of Trade and Commerce approach all these questions with a bias in favour 
of stimulating exports, and with a bias in favour of taking off control. It is 
probably natural that the official who is primarily concerned with keeping 
domestic supplies adequate approaches with a bias in favour of the domestic 
market, but when those two get together and discuss the problem you do get a 
balance between them, and it is as a result of that type of conversation that 
items are recommended to be kept under control or taken off control. 


By the Chairman: 


Q. Might we have a list of the articles as to which control was taken off and 
in the light of subsequent events you found it necessary to reimpose it. Might 
that not help?—A. That could be “produced. 


Mr. BreirHaupt: I suppose you mean exports? 
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The CHarrMAN: We are dealing purely with exports at this time. 


The Witness: That can be done. It will probably take a little while to 
produce it but it can be done very readily. 


By Mr. Jackman: 
Q. In regard to imports you said where there was a short supply, and where 
there were international agreements in regard to allocations, such as on sugar and 
some other matters of that description, it was necessary to have these import 
controls. If it is not too large a question may I ask you what commodities are 
expected to be in continued short supply? We have our sugar. What else have 
you got that is really in short supply?—A. Oils and fats is another outstanding 
example. 

Mr. JAENIcKE: Building materials? 

The Witness: The whole cereal field because of the world wide shortage of 
cereals. 


By Mr. Jackman: ; 

Q. As far as Canada’s imports are peered a. Rice, for example, which 
is brought into the cereals field by reason of the world ‘shortage of cereals. 
They are not nearly as numerous in the import field, but sugar, oils and fats and 
cereals are three outstanding ones. 


By Mr. Hackett: 

Q. Would you not make a distinction between sugar and the other com- 
modities which you have mentioned because sugar is the object of a specific 
agreement covering world production whereas I am not certain that any such 
agreement exists with regard to the other commodities. It may exist with 
regard to rice——A. I do not think it would be possible to say that any of these 
agreements are exactly the same. They all vary. The International Emergency 
Food Council does have an oils and fats allocation. It does have a cereals 
committee, and there are varying degrees of copperation and agreement in those 
fields. 

By Mr. Michaud: 
 Q. What about wool and cotton? Are those in short supply, too?—A. 
Cotton is. | 


By Mr. Jackman: 
Q. Not wool?—A. Cotton yarns as distinct from raw cotton. 


By Mr. Hackett: 
Q. Do you not import greys? 
The Witness: Pardon? 
Mr. Jackman: Mr. Hackett says that we ne greys, grey cotton goods. 


By Mr. Teobethe 
Q. Which is the raw material for our prints——A. If you want a statement 
on the exact status of the cotton import situation I should like to ask Mr. 
Harvey to answer it. 
Q. No, not now. 


By Mr. Jackman: 
Q. Those are the items which at the present time are in short supply as 
far as Canadian imports are concerned. Do you expect that any other com- 
modities will necessarily be placed under this power if it were given to the 
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minister?—A. First of all that is not necessarily a complete list. There are 
other items, but those are the three major items. As an example of one that 
might have to come under some type of import control there is jute and jute 
products. It is not now, but it may well have to come. 


Mr. Fraser: We have been short of jute bags right along. 


The Wrrness: The general world situation is generally short. That is 
the sort of case where it might be necessary to do something. 


By Mr. Jackman: 


-Q. Perhaps you might elaborate that. I might preface my question with 
this statement. Some of us still believe in a law which is called supply and 
demand. The regulator of that law is price. If we are to face a prospective — 
shortage of jute bags we feel if the price was to go up, more jute, or whatever 
fibre it 1s made from, would be produced in the tropical country, and more 
bags would be produced, the same as has happened for many generations with 
a very satisfactory world economy on the whole. This ‘is not a price control 
question, but if you are controlling jute I presume price has something to do 
with it, and it would seem to me if you did not have the right to place a com- 
modity in the future under this limitation in the bill natural economic forces 


‘would make the supply of that commodity adequate. May I ask you in the 


case of jute, which you mentioned, why you see a prospective need for putting 
it under import control?—A. Well, it is very difficult to foresee all the actions the 
governments of other countries are going to take. These matters of import 
control are essentially dictated by the actions of other countries. 

(. Even if we do put on import controls, we are still subject, to the sovereign 
powers of the other countries. If these countries want to play nastily with us, 
they can still do so, no matter what regulations we put into effect here. I do 
not see the value of the point you are marking.—A. Take for example, where 
a commodity is under the control of the foreign government. 

Q. Take jute?—A. It is not controlled at the moment. but let us say it is 
going to be. We seek an allocation. The other country might well say, as has 
happened in the past, “we are only going to deal with these government alloca- 
tions;” that 1s not a position which we can effect, it is a decision of that country. 
In that case, the Canadian government through some agency will have to deal 
with the Indian government to seek and obtain an allocation. Then, there will 
be some arrangement so that that allocation is made available to the Canadian 
users. 

@. In the place of private trading we have to allow for state trading 
because some states have that philosophy?—A. That is right. 


Mr. Breirnavupt: I think the argument is all the stronger where the 
foreign country controls the situation. I think in such a case the necessity for 
import control and distribution is all the more important. If there is a limited 
amount of stuff coming out of this foreign country, surely it is more important 
that the limited amount imported into Canada be distributed equitably. 


By Mr. Fraser: 


Q. I should like to have from the deputy minister a list of the countries 
which have export-import regulations at the present time. Have you a list 
of them?—A. I think that would be nearly every country in the world. 

Q. I know Britain and the United States have, to some extent, such 
regulation. Do they control it in the same manner as we control it?—A. Well, 
controls are exercised in a variety of ways. 

Q. That is what I am getting at; they have nothing similar to what we 
have?—-A. A great many of them have. 
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og. Ate ney all allied countries; they would all be in topether? We are 
not getting anything from the other countries now? 


By Mr. Isnor: 
@. They are countries with which you are doing business are they not?—A. 
In pretty nearly ever country in the world today there are some regulations ~ 
of some sort or another governing exports and imports. 


By Mr. Fraser: 

@. Do these countries designate where the exports should go?—A. It is 
very hard to answer a question as general as that, but that certainly does 
happen in a great many cases. 

Mr. Hackett: Would it help Mr. Fraser if he were to limit his question, 
for the moment, to the United States. 


By Mr. Fraser: 

Q. The United States and Great Britain?—A. May I have again what you 
would like to see from the United States? 

Q. What do they control on their exports?—-A. Yes, we have that. 

). There is another question I should hke to ask; sugar was mentioned 
as being one of the commodities in short supply. During the war, controls 
were on sugar and we were just getting a quota into Canada, yet, under your 
export permit you were allowing the manufactured sugar product such as candy 
to be sent to other countries in great quantities. JI am sure of that because in 
Newfoundland I went into a store and asked if I could have any candy. The 
reply was, “Yes, would you like a case of it.” It was all Canadian candy.—A. I 
think the answer to that — — you say, “In great quantities”. _ - 

Q. Yes, in great quantities—A. I think we could give you the figures 
Cor our exports of that type of commodity which would show that the quantities 
which we exported were certainly not great. Furthermore, the destinations to 
which they went were the markets which traditionally have been dependent 
on this country. That has been the basic principle all the way through. 

Q. The reason I mentioned that one article was because, in Canada, the 
candy stores have been open from one o’clock to five o’clock. I think that is 
still the case with.some of them. I do not eat candy myself, so it does not 
bother me. We were in short supply here, yet we were supplying Newfoundland 
and the British possessions with candy of all kinds in quantity?—A. I think 
the only way that question can be answered is to have a look at the actual 
volume of the exports and the destinations. If you care to see that, we can 
produce it. 

-Q. I should like to see it. It is not only of interest to myself, but I have 
had a number of people speak to me about it; people who have been travelling 
about in different places. 


By Mr. Macdonnell: 


Q@. I should like to ask Mr. Mackenzie a question arising out of the state- 
ment he made a few minutes ago as to the difficulty which arises when we are 
dealing with a country which wishes to practice state trading. I understood 
him to say, under those circumstances, we pretty well had to fall in with that. 
I should like to press that point because it seems to me to be a very important: 
matter from our point of view. The government says, and I accept the statement, 
it wishes to have as much freedom as possible. Take the case of Britain 
which, at the present time is rather addicted to state trading. Let us take 
the case of textiles; am I correct in my understanding that the Board of Trade 
in Britain wants to deal with textiles on a bulk trading basis, is that correct, and 
is that the reason we have our controls in the case of textiles? 
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_ Mr. Harvey: In textiles, at the present moment, we have no import controls. 
The only import controls in textiles exist on woollen yarns and fabrics, not fibre, 
and the importer may cite a general permit number, write it across the face of 

his importing invoice and make a customs entry without further ado. 

Mr. Macpvonneu: I am not competent to form an opinion as to just how 
large a percentage of the textile imports what you have just said covers, if it 
covers anything. May I ask if it does fall in with the point I have just made 
that that is done because the Board of Trade in Britain wishes to deal with it in 
that way; that is what I am informed? 

Mr. Harvey: I would put it the other way. We have to support the 
requirements of the trade in Canada and negotiate on their behalf with the 
Board of Trade in order to get a supply for Canada. British exporting is on an 
allocation basis at the present time. 

Mr. MacponnetL: Therefore you are saying, as I understand it, in order | 
to get what we want we must deal with the government. 

The Witness: We do, but it is not in the sense— 

Mr. Macponneuu: I should just like to ask one question and then I am 
through for the moment. I find it quite difficult to believe that is so, in this 
sense; I would have thought England was anxious, when material was available, 

' to obtain hard money for it. I find it difficult to believe that Canadian indivi- 
duals, if the material is available, would be refused an opportunity to purchase 
in Britain. Therefore, I desire to raise this question, as to whether we are tied 
in by the ideologies of other countries. I find it difficult to believe. I think. 
it is a basic point because if it is true we might just as well face the fact that: 
state trading is prevalent in a large part of the world. If we are going to have 
to follow state trading we will have to realize our pursuit of freedom is the 
pursuit of a shadow. 
The Wirness: In connection with this question, you have used the words, 
“state trading”. I think that is not quite correct. It has a connotation that the | 
government actually does the buying and selling. A great deal of this results 
from the exercise of government controls but it is distinct from state trading 
in the sense in which it is practised in certain countries where you can only 
make an actual purchase from a trading corporation owned by the government. 


By Mr. Macdonnell: 

: Q. Would I be correct in saying that, substantially, the result is virtually 

the same?—A. Not quite, but it does mean this, that in the United Kingdom 

there has been a large measure of control. It is that control which has brought 

the companion piece of control on this side. There is one point I do want to 

_ make and it is this; in the whole textile field, speaking particularly of what has 

_ happened in the last few years, controls have been administered not by the 

Department of Trade and Commerce, and a full description of what has 

happened in the textile field during the past few years could be better obtained 

from the cotton administrator of the Wartime Prices and Trade Board. 

7 Q. I realize that and we will come to it later. I am very anxious to get 

your view on this, because to my mind it goes to the root of the whole matter? 

_ —A. My view is this, that many of those countries will, in fact, have adopted 

measures which make some form of regulation necessary at this end. 

; Q. In order to get goods or in order to try and create a fair situation as 

- among our own importers, which?—A. It may be either; it may be in order 
to get goods or it may be in order to get an equitable distribution within Canada 

_ of the limited amount which is available. 

; Q. Let us leave the second point for the moment, because I hope I am 

- in favour of equity. 

Mr. QureLcH: Could the member speak louder? 
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Mr. MacponngEtu: I want to repeat this one question: the witness answered 
the question as to how far, in order to get goods in this country, we have to 
proceed in what I have called the state trading manner. Now, he has corrected 
me on that and he says it is not exactly state trading but he admits it has 
essentially the same result. 

The Wrrness: It is a large measure of state control. 

Mr. Fraser: It was for that reason I asked him the question. 


The Wirness: May I say this, these situations of which we are speaking 
are essentially affected by world wide shortages existing at the moment. 


By Mr. Macdonnell: 

Q. I suggest that is not exactly the point I am making. I am talking about 
getting textiles from Britain which are there. I am only talking about those 
which are available. We are asking whether those textiles can be bought by 
individuals or whether they have to be bought through government interven- 
tion; that is the point I want to get at-——A. Let me go back and just say this 
on a point I wanted to make in connection with what you have just said. The 
sort of circumstances I have been describing have to do with a situation which 
is essentially a question of world wide short supply. It is not so much a question 
of the philosophy of the other government, to my way of thinking, after all that 
country is developing exports. | 

Coming to the case of textiles from the United Kingdom, the actual purchase 
and sale is made between the merchant in the United Kingdom and the merchant 
here. My understanding; and I should like to put this in with reservation and 
subject to correction by the Wartime Prices and Trade Board, is that at least 
in the last year or so the situation was operating this way; we were having 
great difficulty in getting cotton textiles from the United Kingdom. We asked 
for assistance, for priority assistance on certain lines and through the operations 
of the United Kingdom control we were able to secure priority assistance. When 
one of our importers made application for a bill of goods from the United 
Kingdom, if that was sponsored by the Canadian authorities it did receive a 
measure of priority there. ; 

Q. Why should it?—A. It did as the result of the arrangement we were 
able to make. 

@. Priority over other nationals, or over other Canadians?—A. Over other 
countries. : 


By Mr. Irvine: 


Q. The Canadian government is not buying textiles from Britain directly 
as a government, in other words?—A. No, I was not sure whether the Commodity 
Prices Stabilization Corporation was doing any buying or not but I am told it 
is not. 

@. May I ask, just in passing, to bring out the point which has been 
emphasized, just how much lumber would we have in Canada for domestic 
consumption if we did not have export permits in connection with it? 


Mr. Fuuron: Put it the other way and bring in the question of the domestic 
price ceiling before you answer that. 


Mr. Stewart: In pursuit of freedom which I also hold very dear, I would 
suggest there should be some control of the discussion so it can be properly 
allocated. I should like to ask Mr. Mackenzie one or two questions. The first 
one is this, does the department impose controls on theory alone or are they 
imposed because it 1s necessary for the social benefit of the nation as a whole? 


The Witness: I would certainly say, to my knowledge, no control has been 
imposed which was not considered very necessary or desirable. 
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By Mr. Stewart: 

Q. Have those items which have been taken off control been removed because 
of substantial quantities in the country and therefore control does not enter 
into it? There is enough for all practical purposes, is that the reason for taking 
off control?—A. Basically that is the reason, yes. 

Q. Mr. Macdonnell mentioned earlier ‘the question of the restoration of 
freedom. I think he and I would see eye to eye on many phases of this question, 
but, perhaps on many other questions, we may be as far apart as the poles, 
My idea of freedom, so far as controls are concerned, would be this; you would 
have your greatest freedom when the greatest number of people have an oppor- 
tunity of buying that which they wanted. The witness has told us that it was ° 
possible, in connection with certain importations which were rationed, that the 
most powerful group financially may be able to buy up the available supply of 
the imported commodity and the other merchants would suffer. I would suggest, 
because this control was the means by which the majority benefited, it was 


really an extension rather than a diminution of freedom; would you agree with 
that?—A. I believe that is the way the thing has worked. 


Q. Another question, it was brought out by Mr. Jackman that there is a law 
of supply and demand. I think that law is something like the Ten Command- 


- ments, we would all like to live up to it. I suggest that the law of supply and 


tf 
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demand lands you in exactly the same situation as we had before. We run 
into difficulties in the application of the law of supply and demand in that some 
get the available supply to the detriment of all the others. Therefore, the 
obvious injustices in the application of the natural law of supply and demand 
had to be interfered with for the social benefit of small nations. That is another 


- suggestion which I make. Now, as regards this situation in the United Kingdom 


With respect to textiles do you know, Mr. Mackenzie, if the United Kingdom 


has enough textiles for all its customers or is there a shortage in the United 


Kingdom?—A. There is a world-wide shortage as well as a very great shortage 
in the United Kingdom itself. That is shown by the fact that clothing is still 


rationed over there. They cannot produce anything like enough to meet the 


demand for export. 
Q. Therefore all the more reason why there should be a strict allocation 


_ with regard to Canada.—A. I am not prepared to say exactly what the situation 
is now because I do not know. It is my understanding that more and more 


, 


* they are endeavouring to leave it up to individual exporters. ‘There is 


j undoubtedly a control in the United Kingdom which regulates the overall 
amount that can be exported and the overall amount that must be kept in 


the country. But it is my understanding that they are definitely working in the 
direction of giving the individual exporters more and more freedom in relation 


to their’ markets. 


- Q. Therefore, the control of the Department of Trade and Commerce over 


| marketing does not essentially mean that it is a marketing agency?—A. There 
is a measure of control but it is not state trading. 


* 
4 
' 


By Mr. Michaud: 

Q. Mr. Mackenzie, according to the experience of the last year, if I 
appreciate it adequately, there seems to be no simple way of having import 
commodities distributed equitably, even although there is international agree- 
ment as to allocation to particular countries; is that right?—A. That is 
essentially correct. 


By Mr. Quelch: 
Q. Would it be possible to try to cover all that by regulation? Is it the 
intention to use this bill for the purpose of trying to balance our exports and 
84490—24 
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imports, and to control prices with respect to them?—A. I think the bill © 
speaks for itself on that account, Mr. Quelch. It refers in section 3, to goods ~ 
which may be subject to export control, and it provides the reason why such 
items will be included. Similarly, in connection with import control, it refers 
to the criteria that I have mentioned. There is no reference in it to the balance 
of payments question at all. 

@. In my submission section 3 tee be interpreted. as being implemental — 
of some arrangement which would bring about that end; that might be one 
of your commitments, to maintain a balance of payment?—A. I think perhaps 
you should direct that question to a member of the government. It is my 
understanding that this has nothing to do with the balance of payment — 
question at all. 

Q. Then I would like to ask you this question: what is the basis of the 
allocation of the subsidies as between one exporter and another, and as between ~ 
one importer and another?—-A. Once again that varies from commodity to 
commodity, depending on a particular situation. ‘ 

Q. How are you to ensure equitable distribution to these firms as between — 
one importer and another and as between one exporter and another?—A. There © 
are some things which are put on a straight first-come first-served basis. Then 
there are those which are distributed: by quota and each person who is known © 
to be in the trade is given an opportunity of getting an export quota. There — 
are a number of such cases where quotas have been worked out by agreement 
and aiter consultation with the trade, and in that way the quota available 
for export to each firm is arrived at. Ordinarily, speaking generally, it is © 
based on historic trade; because that was the general principle that was being — 
followed in granting export permits. The first consideration was to maintain 
essential markets. But it is very difficult to generalize. ‘There have been a 
number of different arrangements because there have been so many different ~ 
situations. 

©. But has there not been some criticism as between one exporter and 
another and as between one importer and another, in view of the large number 
of permits that are involved?—A. I think that anybody who said that we 
could issue 18,000 permits a month without criticism would be rather over- — 
stating it. At the same time I would say that I think the amount of well- : 
founded criticism has been surprisingly small. o 

@. What do you mean by “first-come first-served”; do you mean by that ~ 
the first application which arrives in the mail?—A. Yes, that may be perfectly ~ 
practical. 

Q. If you had an application one day for an export permit or for an 
import permit and the next day you had another application, to what extent 
are you going to release the first one and deny the second?—A. What we do is — 
this. We agree as to the overall quantity; we have to agree with the people — 
responsible for maintaining the domestic supply as to the overall quantity — 
which can be exported. It may be that the whole quantity available has not 
been taken up. Now there it is; in effect a wide-open amount. In such cases © 
we simply announce to the trade that applications may be made and that 
permits will be granted. That is why I say you cannot generalize on this 
thing because it depends entirely on the type of trade. There may be only 
one or two people in the trade. There may be a hundred, or there may be | 
more than that. The commodity may be in extremely short supply; it may be 
~ in very good supply but still short; and it may be in abundant supply. There ~ 
are a great many variations. . 
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By Mr. Michaud: e 
Q. oe back to this fan of textiles in ee Britain, does thes a 


sole price, do you mean? 
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Q. How does the law of supply and demand apply?—A. Do you mean 
_ does the United Kingdom maintain regulations on the price that can be charged 
_ for export? 
Q. Yes.—A. It is my understanding that they do not. 
Q. What about the law of supply and demand; is there an international 
_ allocation?—A. Not in cotton textiles, no. 


Mr. Irvine: It is just the law of demand; there is no supply. 


By Mr. Irvine: 


Q. If the law of supply and demand still applies, what is there to prevent 
_ people who are in a position to pay from paying more, let us say, like Canada, 
_ to get the bulk of the exports available? 


Mr. Harvey: The United Kingdom maintains export control. 


- By Mr. Michaud: 

Q. There is a great demand from all countries in the world for it?—A. Yes. 
j Q. If there is no ceiling in Great Britain and if there is no allocation 
_ what is there to prevent Canada, say, or any wealthy importer from buying 
all it can buy and taking up the whole supply available?—A. There are a 
_ great many factors which “affect that. If you carry that to the extreme, you 
' suggest one country which is prepared to pay any price whatever to get it, 
would get it all. 

: Q. Yes—A. Well, immediately one factor which comes into play there 
is the desire of the people in the United Kingdom to maintain some of their 
- other markets. 

: Q. But if they were prepared to pay a higher price could not, say, someone 
* from Canada go over there and buy it up?—A. Well, seemingly, yes. But there 
is a business principle which is accepted by a good many people, which is that 
B iney would not necessarily sell the whole of* their output to one person 
fc this year at the expense of others with whom they have been doing business 
_ for a number of years. 

¢ Q. Would there not be a tendency, however, to make a greater supply: 
: available to people who were willing to pay more fer it?—A. There is that 
_ tendency. 


By Mr. BH aehert: 


ce 

i 

4 Q. I want to ask you a few questions iid will not tax your imagination. 

They have to do with our trade relations with the United States. The bulk 

_ of our imports, I understand, come from the United States?—A. That is true. 

Q. I ask you, is there any governmental agency in the United States which 

> regulates exports generally?—A. Yes. Export control is in force in the United 

: States but it does not apply to Canada. 

4 Q. So that in so far as Canada is concerned there is nothing which 

prevents the purchase in the United States of anything that Canadians want?— 

_ A. Well, that is rather a sweeping statement, a rather broad way of putting 
it, Mr. Hackett. 

Q. I am asking you to answer it in a general way. There may be a few 
‘exceptions to which you can point—A. May I say this, that early in the war 

_ It was agreed that the United States would not put export controls into force 

= affecting Canada. That was done to assure that there would be a ready 
_ exchange of goods in a common effort and so on. 

<4 Q. Let me ask you there if there was not a counterpart to that agreement, 

a that Canada would scrutinize very carefully its imports from the United Sees 
by exercising control over the medium for paying for them?—A. That is 

‘question which I am not prepared to ‘answer directly because it is corsaieteut 

Brace of my field. Dealing with the actual controls themselves I say when it 
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was agreed that the United States was not going to. impose export control 
against Canada there was a general undertaking that we would see to it that 
our people did not, in connection with specific commodities, take more than our 
fair share. We had a choice of agreeing that we would not import undue 
quantities of, let us say sugar, or of having exporé control which would in 
effect have upset the whole plan. | | 

Q. That was only before 1942. We went into the sugar pool in 1943. The 
sugar pool came into existence after Pearl Harbor, and we went in in 1948. 
However, I will leave that aside because it is a special case; it 1s a case of 
world shortage; a case of international control through the sugar conference; 
and I would ask you instead to deal with commodities which constitute the 
bulk of trade between Canada and the United States——A. Let us take the case 
of textiles. First of all, the domestic price of textiles in the, United States was 
controlled. : - 
@. Well, it is no longer under control?—-A. No. They had an export ceiling 

on textiles which was higher than the domestic price. 

@. Yes?—A. Let me put it this way: there was no export control vis-a-vis 
Canada, although there was an export control in the United States applicable 
to the rest of the world; and having in mind that export to Canada was 


substantially the same thing as a domestic shipment in the light of the cost 


of packaging, shipping and so on, it was suggested that unless we took some 
measures to control the quantities that were coming in they would be forced 
to put on export control against Canada. As a result of that certain arrange- 
ments were made whereby the quantity coming in from the United States would 
be under control. 

«). And what was the principle used to determine what would be a reasonable 
quantity ?—-A. Agreement as to what would be a reasonable quantity having 
regard to our needs and so on. 

@. You see, it might have a bearing on something else. If we were allotted 
a certain percentage that was one matter, but if it was related to exchange, 
our capacity to pay, that would be another matter—A. I am speaking now of 
what took place some time ago; and once again I profess that while the Depart- 
ment of Trade and Commerce is, very important, it does not cover everything 
in the country. I cannot give you an answer for all of these questions. My 
understanding however is this, that there was an arrangement when the United 
States was closely controlling their output of cotton whereby once again we got 
some government assistance in getting supplies, and there was a system by 
which with the sponsorship of the Canadian cotton administrator orders could 
be placed with the result that deliveries would be relatively assured as distinct 
from a straight hunting expedition which might or might not be successful. The 
‘details of that you would have to get from someone else. 

Q. But any sanction or permit which came from your department had to 
have the approval of—I do not know whether it is the Department of Finance 
but the department which controlled our financial operations. Is that correct?— 
A. We have never issued any permits in the textile field at all. They were 
issued by the cotton administrator of the Wartime Prices and Trade Board. 

Q. Can we say roughly then that our imports from the United States are, 
where restricted, restricted by Canada and not by the United States? 

Mr. Irvine: It would not be so from his own statement. : 
Mr. Hackett: If it is not so would you please give me the explanation. 
Mr. Lusace: It is still on page 31 of the Wartime Prices and Trade 
Board report. | 

Mr. Hackert: No. 

Mr. Lusace: Oh yes, it is there. 

Mr. Hackett: I beg to differ. 
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The Wirness: In a great many of these items there is no control whatsoever. 
To the extent that any control is exercised it is in a few special cases. I have 
mentioned textiles as one. 


By Mr. Hackett: 


Q. I am not permitted to go to the United States and make a purchase 
there and pay for my purchase without a permit from the Foreign Exchange 
Control Board. I understand you say that you cannot speak for them. I 
understand that perfectly, but that is a fact nevertheless—A. My under- 
standing is this, that the Foreign Exchange Control Board has a permit system 
which is necessary to see that the right type of currency is used, but that they 
will automatically provide exchange for anything that can legally be imported 
into this country. 


Mr. Fieminc: I have some questions of a general nature that I should 
hike to put to Mr. Mackenzie. 


The CHarrmMan: Would you excuse me? There is one point, if I may, on 
which I think the record should be made clear in regard to your questions, Mr. 
Hackett. I think we should have on the record the reasons why Canada 
continued to enjoy the right to exports from the United States unfettered by 
anything in the nature of United States control. . 


Mr. Hacker: It was because of an agreement between the United States 
and Canada. 


Mr. Fraser: You mean imports. 


The CHAIRMAN: I mean exactly what I said. I mean that the United 
States imposed no restrictions in regard to export of their commodities to 
Canada, but the reason why we enjoyed that unfettered right was because of 
the fact that Canada in turn agreed to restrict or to control our imports from 
the United States. 


The Wrrness: In a few particular lines where they were fearful without 
some arrangement... 


By the Chairman: 


Q. And if we had fallen down in that, if we had failed to properly restrict 
our imports from the United States then very quickly the United States would 
have imposed export controls?—A. Exactly. 


By Mr. Quelch: 


Q. Was it not also because we had agreed to make certain lines available 
for export? I have in mind machinery. That reason was given last year in 
the House. We were able to get imports of machinery on condition that we 
made available certain exports “of machinery to aropsan countries?—A. That 
is right. 


By Mr. Fleming: 


I am first concerned about the scope of the powers to be assigned by the 
bill. I am speaking now of the range of commodities, and Mr. Mackenzie has 
indicated at the maximum there were about 1,200 commodities under export 
control. Then he indicated that a year ago the number had dropped to 900, 
I think it was?—A. Approximately. 

Q. What is the approximate total today? 


Mr. Butz: Around 700. 
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By Mr. Flemng: 

: Q. So you have taken about 200 items off in the past year? What changes 
do you anticipate during the coming year?—A. I am afraid that would involve 
some forecasting I could not make. 

Q. I only want a general statement.—A. It is anybody’s guess. It will 
depend entirely on supply conditions, but if supply conditions improve, and 
as they improve, we are continually bringing up this question. I am speaking 
now of discussions amongst officials. The Department of Trade and Commerce 
officials are continually going to the various people responsible for domestic 
supply and saying, ‘Let us have another look at this. Is it really necessary?” 
That sort of discussion is going on all the time. As and when it appears that 
a commodity is in reasonably good supply then the control comes off. 

Q. Then it is fair to say in general you look for a reduction in the number 
of commodities under control?—A. I should be very ae y if that is not 
the case. 

Q. Do you anticipate at this stage a necessity for increasing or extending 
the commodities in any specific direction, or just to give the whole picture, is 
it practicable to catalogue commodities in terms of the present list of controlled 
exports and put a ceiling on it there?—A. Our experience has been it is almost 
impossible to forecast the type of situation that may arise. I cited one, which 
was the case of steel, where by reason of a situation entirely outside of Canada’s 
control, an extraordinary demand arose. We have found that that type of thing 
can happen. If it does happen and there is not some machinery for handling 
it then, I suggest that the consequences might be very unsatisfactory. 

Q. If I may paraphrase your view then you would not be willing to be 
confined for the future to the list of present controlled exports?—A. I would 
say this, our advice to the government was simply this, that it would be 
impossible for anybody to forecast with accuracy and with certainty and cay, 
“These are the only items where this sort of situation might arise.’ 

Q. How many commodities have been added to the lst of controlled exports 
within the last six months which were not there previously ?—A. I could not give 
you that information, but one question was asked earlier for a list of the 
commodities that had come off the list and a list of commodities that had been 
put back. We will get that for the committee. 

Q. We will leave that then. You have indicated that the function of your 
department in administermg these controls hitherto has been to work in 
co-operation with certain other government departments and branches. Do you 
anticipate any change for the future, or are you going to continue to operate 
as an agent, as you have put it? I do not know whether that was your exact 
expression, but the purport of it was as an agent for other departments and 
government bureaus?—-A. The expectation is as long as these things can be 
administered by other bureaus it will be handled in that way. I am speaking 
now of import control. As to export control, we have handled the actual 
issuance of permits. We have referred to the supply authority as long as he 
was in existence, for instance, the coal controller, the rubber controller, the 
steel controller, whoever it might be. As these controllers disappear there is 
a presumption that the situation is easier, and it 1s reasonable to expect that 
the export control will disappear shortly thereafter, but to the exent it is 
necessary to carry it on for any limited period for whatever reason we would 
be carrying it on. 

In the import end of it there has not been the same degree of concentration 
in the Department of Trade and Commerce. It has been handled more by the 
individual administrators and controllers. As long as those people and their 
organizations are in existence they would carry on, but if it became necessary, — 
by reason of international agreement or any other cause, to extend import 
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control beyond the life of the special organization, controller or administrator, 
then the Department of Frade and Commerce would presumably be the 
department to carry on that function. 

Q. As to my next question if you think it is rather a matter of government 
policy or your answer is it is a matter of government policy please say so. 
Suppose this bill is adopted. Is it the intention that in the administration of 
the bill the same situation shall prevail? In other words, the administration 
of these export and import controls under your department would be a matter 
of consultation with other government departments and bureaus. I am thinking 
particularly of the Wartime Prices and Trade Board.—A. It is my clear 
understanding that this bill is simply going to continue the same situation we 
have today which involves extensive consultation with other people involved 
‘in the field of supply, namely, the Wartime Prices and Trade Board, the Steel 
Controller in Reconstruction and Supply, the Lumber Controller and so on. 

@. Applying that specifically to the matter of price control would you 
indicate to the committee just how export control is going to be related to 
- domestic price ceiling policy? I am thinking of a question which has vexed the 
- House quite frequently, the matter of lumber exports.—A. I think you are 
getting somewhat outside my particular sphere. 

Q. I will not pursue it if you are not prepared to answer the question —A. I 
do not know that I quite get the full sienificance of your question. 


The CHatrMan: I think the Timber Controller should be called on that. 
Mr. Fuemine: Very well. 


The Witness: I think probably as ae as that goes you had better speak 
to the people more directly concerned with the price stabilization policy than 
we are. 

By Mr. Fleming: 

Q. That leads me to ask a question or two about the machinery within the 
department. Would you outline the machinery that exists within the department 
at the present time, first for applying export controls and secondly import 
controls? What is your setup within the department?—A. Do you mean in 
connection with the decision to place an item under control or how an actual 
permit is handled? 

Q. I will make the question perfectly general, both as to your policy 
decisions and otherwise. I take it that the matter of policy decision is handled 
at the highest level, but I am thinking about the machinery within the depart- 
- ment for the administration of both import and export controls—A. I think 
perhaps Mr. Bull had better answer that question. 


oh Mr, Brerruaupr: Was that. not covered in the presentation of Mr. Mac- 
- kenzie? He said he had no machinery for import control, and it has been 
delegated to the departments that. are still functioning. 


The Cuatrman: I think Mr. Fleming is entitled to more details if he wishes 
details. 

Mr. Buuu: We have an export permit branch which was set up in 1941. We 
have about 80 employees there at the present time. 


Mr. JACKMAN: 18 or 80? 


Mr. Buu: 80. We have a definite chain. Permits come in the door and 
go first through our numbering system. We keep very careful track of the 
numbering. There are seven copies of the form and there is a purpose for every 
one of those seven copies. They come back to what used to be the cash section 
when we collected $2 a permit. We stopped that over a year ago and we are not 
making any charge now. 

Then, they pass through the indexing to the allocations desk. Where the 
commodity is under allocation or quota, the officer in charge indicates on the 
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application whether the quantity is within the allocation. He indicates on the 
permit whether it is within the allocation. Then, he makes his ledger entry in his 
quota book. It passes from there to the processing officer who is a specialist 
in a group of commodities and is familiar with the exporters and the supply 
position of those commodities. If it is a commodity over which he has jurisdiction 
he will approve or refuse the permit based on whether the quota covers that 
particular shipment. 

On the other hand, if it is a commodity to be cleared with a controller he will 
send, say, to the steel ‘controller, two copies of the permit. The steel controller 
will either approve or refuse the permit based on the current supply position 
and return one copy to the export permit branch. If the copy is approved, it 
passes to the issuing desk and a copy is forwarded out to the applicant and 
another copy to the collector of customs. If it is a commodity subject to subsidy 
recovery it goes to the subsidy recovery section, where the officer in charge 
sees that the cheque is in order before approving the permit for issue. 

If the steel controller, say, refuses the permit he sends back one copy marked, 
“refused”. If we believe the refusal is reasonable as, for example, a man desiring 
to ship pig iron to the United States because of the high price, that is all right. 
However, if we think it is unfair, we negotiate directly with the controller 
concerned, either through Mr. Hills or myself. Sometimes the exporter, through 
unfamiliarity with the matter does not put up a very good case, so we act as his 
advocate and put up a case for him. This might happen where the commodity 
is under control, not under allocation. 

One copy this form goes to the exporter and the other copy to the collector 
of customs. When an exporter makes a shipment he attaches his copy of the 
permit to the shipping documents and the collector of customs matches up the 
exporter’s copy of the B13 B form with the copy of the permit which was sent 
directly to him by the export permit branch. This is done to see there is no 
alteration made in the quantities. : 

The CHAIRMAN: It is now after a quarter to one and I think we should 
agree as to our future meetings. Are you willing to meet this afternoon at four 
o’clock to continue or would you prefer to meet on Friday or Monday? 

Mr. Futton: Could I suggest we do not meet this afternoon at four o’clock 
because there is an agricultural bill coming up in the House in which I think 
many of the members who are interested in this matter would be interested. 

The CHatrRMAN: I am entirely in the hands of the committee. I think we 
had better have a show of hands on it. All those in favour? Opposed? 

We do not meet this afternoon. What about to-morrow? 


Mr. MacponneLu: What great urgency is there? If it is urgent, | am in 
favour of it, but if it 1s not urgent, I do not see the necessity for it. 


The CuHairMAN: I have been asked to proceed as quickly as possible to get 
this bill back to the House. We will have a show of hands on it and the majority 
will rule. The question is whether we shall sit Friday or Monday. All those in 
favour of Friday please indicate? 

We will meet tomorrow morning and at that time we will decide whether we 
will meet in the afternoon. 


Before we adjourn, Mr. Macdonnell, would you like to pursue your textile 
enquiry any further? Would you like the administrator here? I feel you were 
more or less choked off and I was wondering whether you would like to have the 
administrator here. 

Mr. Isnor: I should like to ask one question following a point brought out 
by Mr. Hackett in regard to imports from the United States insofar as textiles 
are concerned. 

The Cuarrman: I was asking Mr. Macdonnell whether he wanted the 
administrator here. 
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Mr. Isnor: Yes, you have been keeping all the questioning up there. 
The CuHatrMAN: Go ahead, Mr. Isnor. 


By Mr. Isnor: 

Q. I desire to ask whether you have any control on textiles imported into 
Canada or can an individual firm go out and purchase from the United States 
in unlimited quantities?—A. It is my understanding he can. I should like that 
question to be put to the cotton administrator if you have him, because it is not 
a matter which, at the moment, comes within our department. My understanding 
is that you can. 3 

@. You have an import branch the same as you have an export branch and 
you have an import branch manager or director here today. Perhaps he could 
tell me, as an importer, as to whether I have an unlimited scope in regard to 
importing from the United States? 

Mr. Harvny: That is correct. There is no import permit control on textiles 
from the United States except in form only and that would apply purely to 
woollen yarns and fabrics. You can cite a general customs permit on the face of 
your documents and the customs officer permits entry. 

Q. When you say fabrics, do you mean woven goods such as would go into 
shirts?—A. No, it would be woollens only, not cotton fabrics. 

The CHatrMaAn: Does that answer your question? 

Mr. Isnor: For the time being. 


Mr. Fuemine: I had not completed the questions I was asking Mr. Bull. 
There are two questions arising out of his last answer and the first is, what is 
the average length of time to process an application for an export permit from 
the time it is received until it goes out? 

Mr. Buti: We attempt to put them through in forty-eight hours, and we 
were very successful. A permit may of course be held up for some weeks by the 
administrator. A question comes up say, in regard to timber. A man may say 
he has a credit and the timber controller says he has not got a credit. This may 
. involve correspondence back and forth. 

The Cuarrman: Mr. Macdonnell, I should perhaps tell you before you leave 
that Mr. Donald Gordon will be attending our committee meeting on Tuesday 
morning at eleven o’clock. I am sorry to interrupt, will you continue? 

Mr. Buu: Some litigation of that nature has to go on, back and forth, to 
clear up the point. It may take as long as a month. 

Mr. Rinrret: They would be exceptional cases? 

Mr. Butu: Those would be exceptional cases. If we have a clear cut case, — 
we can do it in a matter of forty-eight hours. Sometimes it is necessary to catch 
a ship such as when a repair part is needed urgently and we do that by telephone 
or telegram in a matter of minutes. 

Mr. Fiemine: Sometimes you do it by wire? 

Mr. Buu: A great deal by wire. 

Mr. Fuemine: Have there been any fluctuations in your staff? What is 
the general tendency? 

Mr. Buu: It is downward now. If people resign now we are not replacing 
them. That has been our policy, we have lost about five people. 

Mr. Fuemine: Your maximum then would be about eighty-five? 

Mr. Butu: We had 105 at one time, but that was when we had both the 
cash section and the subsidy section. We have done away with the cash section 
now and amalgamated the sections. 
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Mr. FLEMING: So far as import control administration 1 is concerned, that 3 1s 
outside of your department entirely? 

The Witness: There has been only one item handled under the import con- 
trols which have been issued by the Department of Trade and Commerce, and 
that is the import of canned fish. All the others have been handled by the 
various administrators, sugar and so on. 

The CHairRMAN: We will meet in room 429 to-morrow. 


The committee adjourned at 1.00 p.m. to meet again Friday, March 14, 
1947, at 11.00 a.m. 
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MINUTES OF PROCEEDINGS 


Fripay, March 14, 1947. 


The Standing Committee on Banking and Commerce met at 11.00 a.m.; 


- the Chairman, Mr. Cleaver, presiding. 


Members present: Messrs. Cleaver, Fleming, Fraser, Fulton, Hackett, 


- Hazen, Ilsley, Isnor, Jaenicke, Jutras, Lesage, Macdonnell (Muskoka-Ontario), 


Michaud, Quelch, Rinfret, Ross (Souris), Smith (York North), Suewanh (Winn- 
peg North), Timmins. 


In attendance: Mr. M. W. Mackenzie, Deputy Minister; Messrs. W. F. 
- Bull, Director of Export Division; D. Harvey, Director of Import Division, 
and T. G. Hills, Chief of Export. Permit eas, all of the Department of 


Trade and Bib ninerce 


-. On motion of Mr. Fleming, 


Ordered,—That 750 copies.in English and 250 copies in French of the 


- Committee’s minutes of proceedings and evidence relating to Bill No. 11, An 


9 


_ Act respecting Export and Import Permits, be printed. 
The Committee resumed consideration of Bill No. 11. 
Mr. Mackenzie was recalled and further examined. 


Witness stood aside, and the Right Hon. J; L. Ilsley made a statement 


eon certain aspects of the Bill under consideration, and answered questions. 


Mr. Mackenzie was recalled and further examined, Messrs. Bull and Harvey 
also answering questions. 


\ 


In the course of the proceedings, statements on Canadian controlled imports 


q and items under export control were distributed to members of the Committee. 


x 
; 


y 


._ At 12.55 p.m., witness retired and the Committee adjourned until Tuesday, 


. ~ March 18, at 11. 00- o’clock a.m. 


R. ARSENAULT, 
Clerk of the Committee. 
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House oF CoMMONS, 
March 14, 1947. 


The Standing Committee on Banking, and Commerce met this day at 
11.00 am. The Chairman, Mr. Hughes Cleaver, presided. 


The CHAIRMAN: Gentlemen, the Minister of Finance is to be with us this 
morning. He has been unavoidably delayed but will be here at 11.30. The 
Deputy. Minister of Trade and Commerce has some of the material which he 
promised at our last sittings he would supply to members of the committee. 
If it is your wish we will carry on. 


Mr. Fraser: Before the deputy minister takes the floor, Mr. Chairman, at a 
meeting we had here it was decided to ask the importers and exporters associa- 
tion to send representatives here. Was that done? Have they been asked? 

The CuairmMan: As I recall it it was suggested that the Canadian Manu- 
facturers Association— 

Mr. Fraser: And the Chamber of Commerce. 

The CHarrmMan: —which had import and export organizations under their 
general supervision, would be asked. I immediately contacted the Canadian 
Manufacturers Association. They thanked me for the communication and said 
I would be advised later. [I received word yesterday from the secretary that they 


were not going to make any presentation. 


Mr. Fraser: How about the importers and exporters? They have an asso- 
ciation. I believe they had a meeting here last night. 


The CuHaAtrMAN: I may have erred. I understood the Canadian Manufac- 
turers Association was more or less the parent association, and that they would 
be directly in touch with both importers and exporters. If there is any other 
association not allied with the Canadian Manufacturers Association I will gladly 
contact them. 

Mr. Fraser: I think Mr. Breithaupt is a member of that association. He is 
not here at the present time but will likely be here later on. 

The CuatrMaAn: At the close of today’s meeting if you will give me the 
name and address of any other association I will gladly contact them. 

_ Mr. Fraser: I think Mr. Breithaupt might be able to give you more informa- 
tion than I can, but if they are in town I think they should be invited to give 
us any information they may have. 

Mr. Macponnetu: Before we leave that point, may I ask this question? 
I have here the name of a man who is stated to represent approximately 25 
Canadian companies who are selling abroad, a man called Marshall of Toronto. 
Would it be possible for me to ask to have him called? 

The CuarrMAN: Yes, quite. 

Mr. Macponnetu: Will you write a letter if I give you his name? 

The Cuatrman: Gladly. .We should decide as to how many copies of our 
minutes and proceedings should be printed on this given bill. You will recall 
we took general power on the understanding that as each bill came forward to 
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the committee the committee would indicate the amount of printing to be done. 
May I now have a motion in regard to the printing of our minutes of proceedings 
and evidence in regard to bill No. 11? 


Mr. Fiemine: What was the number we decided to have of the proceedings 
on the Patent Act amendments? 


The CHAIRMAN: 750 and 250. 

Mr. Ftemine: Has that been adequate? 

The Cierx: There are quite a few left. 

Mr. Fiemine: Would the same approximate number be satisfactory? 
The CHairRMAN: I think so. 

Mr. Fiemine: Then I will so move. 


The Cuarrman: Mr. Fleming moves that we print 750 copies in English 
and 250 copies in French of the minutes of proceedings and evidence in regard 
to bill 11. All those in favour? Contrary? 


Carried. 


M. W. Mackenzie, Deputy Minister of Trade and Commerce, recalled. 


The Wirness: There were several items asked for yesterday. One had to 


do with the number of items under control, the number that had been taken © 


out from under control and subsequently put back again. We are producing a 


list of the actual items for distribution to the committee but unfortunately © 


between yesterday and today we have not been able to get stencils cut and an 
appropriate number of copies prepared. We have here the totals. These figures 
show that the highest number of items under control was 1,109. 


By Mr. Fleming: 

Q. That was at any one time?—A. That is right. That is the highest. 

(. That is not the aggregate of those that were under conte at all times, 
is it? 7 

Mr. Bui: It is the maximum number under control at any one time, just 
about at the end of the war. 

The Witness: That is at the 31st of October, 1944. There were on that day 
1,109 items under export control. Since that time there have been 576 items 
removed from control, and there have been 134 items placed back under control 
with the result that there are 667 items under control. As I say, we are having 
lists of these prepared so you ean see the actual items but unfortunately they 
are not available today. We hope to have them for you on Monday. 


By Mr. Hazen: 

Q. In the list you are having prepared will it show the ones that have been 
released under different groups? There are apparently ten groups in this state- 
ment on export permit regulations. Will they be shown by groups?—A. Yes, 
they will be grouped. 


Mr. Buu: By groups, yes. 


By Mr. Fleming: 

. Were you going on to make some further comment or may I ask a ques- 
tion about this now? Were you going on to deal further with these figures?—A. I 
was just going to report on the status of the questions that were asked yesterday. 

Q. I have one question about these figures before you leave this sheet. 

The CuarrMaNn: Very well. | 
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By Mr. Fleming: 


@. You used the expression “reimposed.” I take it then that since October 
31, 1944, no new item has been brought under control which was not under 
control at that date? 


’ Mr. Butu: There are some new items. 


The Wirness: I am told that the use of the word “reimposed” is not com- 
pletely accurate, that there were some few items that were introduced for the 
first time since the 31st of October, 1944. 


By Mr. Fleming: 


Q@. Are they included in the 134 ea They are included in the 184. 
‘The detailed lists will bring that out. 


The CHamrMAN: Gentlemen, if you are willing I suggest that we now leave 
off the examination of the deputy minister and have the statement from the 
Minister of Justice. 


Ce I ee 


Mr. FLEMING: May I ask one question to clear this up before that is done? 


By Mr. Fleming: 


; Q. Your list will enable us to pick out the items that were brought under 
control for the first time since October 31st, 1944?—-A. We will see that is done. 
. Q. It will show what those items are?—A. Right. 


The CHarrMan: All right, Mr. Isley. 


Right Hon. Mr. Insuny: Mr. Chairman, I did not come with any prepared 
statement, and I do not know what discussion has taken place on this bill 
up to date. The Department. of Justice was asked to draft the bill. It is a 
bill which the Department of Justice is not directly interested in except from 
the standpoint of draftsmanship. However, I know something about the neces- 
sity for import and export controls and their background. I might go into that 
to some extent. 

The bill, as is obvious froin its face, authorizes the imposition of export 
controls and import controls not on a specified list of products but on a list to be 
prepared by the Governor in Council in accordance with certain principles that 
are set out in the bill. 

So far as export controls are concerned it is pretty obvious that export 
control is necessary if we are to ‘be able to carry out our intergovernmental com- 
mitments, and if we are to ensure adequate supply and distribution in Canada 
of certain articles.. Those are the grounds for placing certain articles on this 
list that are to be subject to export control. The Governor in Council must be 
satisfied that in order to ensure adequate supply and distribution in Canada 
of such article or any component or material used in the production thereof or 
in order to implement an intergovernmental arrangement or commitment it is 
necessary to regulate or control the export of such article. The proviso makes 
reference to arms, munitions, war materials or supplies. Those articles are 
not subject to the condition that the Governor in Council must be satisfied it is 
necessary to impose those in order to secure adequate supply and distribution in 
Canada or to carry out intergovernmental commitments. The control of the 
export of arms, munitions, war materials and supplies . . . 

Mr. Hazen: What section is that? 

Right Hon. Mr. Insnry: That is section 3—is already provided for by the 
~ Customs Act. In fact, there is a section in the Customs Act which enables the 
Governor in Council to go further than to control the export of arms, munitions, 
2 war materials or supplies. It even includes food, but the whole intention of 
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that section of the Customs Act is to enable the necessities of defence or 
military situations to be met. I think that is the object of the section in his 
Customs Act. 

Mr, Hacxerr: When was that. enacted? 

Right Hon. Mr. Iustey: Oh, many years ago. I think it has always been 
there. It is a very old section. | 

Mr. Hackett: Does it ante-date the first great war? 

The Witness: It was in 1927 Revised Statutes. I know that. 


Right Hon. Mr. Iustey: It was under that section of the Customs Act that 
we imposed the embargo on the export of munitions to Spain, for example. That 
was used in the late 30s, so we thought we would just leave that situation 
unchanged. We can prevent the export of arms, munitions, war materials and 
supplies anyway under the Customs Act. However, we felt it was desirable they 
should go on this list. Otherwise there would be confusion. There is quite a 
long list of war materials that are subject to export control at the present time. If 
exporters saw they had disappeared from the list we thought there would be a 
brief period of confusion, and that therefore they ought to be-on this list and not 


not be dealt with separately under the Customs Act, although they may be dealt 


with under the Customs Act. 
I do not know how much has been said about the necessity of export controls. 


I did not think there was very much dispute about the necessity of export controls | 
for the goods that are covered by our intergovernmental commitments or that: 


will be covered by them. Certainly as long as we have a much lower price level 


in Canada than in the United States we have to have export controls if we are 
to fill the British contracts. Otherwise the stuff would all go'to the United States. 


Apart from that it is necessary to have export controls in order to ensure 
adequate supply and distribution for our own people. 

Mr. Fuemine: May I ask Mr. Ilsley if he would enlarge on the expression 

“our intergovernmental commitments”? 

Right Hon. Mr. Iustny: I mean the contracts with Great Britain. 

Mr. MacpdonneE.u: Is that all? : 

Right Hon. Mr. Iusury: I cannot think of any more. Are there any others? 

The Witness: There are arrangements through the International Emergency 
Food Council, the I.E.F.C., whereby a group of countries agree together on the 
distribution of a commodity in short supply. 

Richt Hon: Mr: ILsLtey: Is there anything more than salt fish, which has 
disappeared? 

Mr. Hackgrt: Sugar. 


The Witness: The oils and fats field is still covered by certain agreements. 


They are not all the same character. 

Right Hon. Mr. Iustry: Do we export any of those? Do we have to have 
export permits? 

The Wirness: We have to stop exporting. 

_ Right Hon. Mr. Insney: I do not know how much difference of opinion there 
will be about the method being adopted here, but on the principle of export 
control I did not think there would be very much difference of opinion in the 
House. Perhaps I was going somewhat. on a sentence or two that Mr. Bracken 
used in his speech on the address in which he seemed to say that the necessity 
of some export control was recognized. I thought that perhaps there would be 
more difference of opinion on the question of import controls. 

Mr. Macponnexu: Do you mind us interrupting? 
Right Hon. Mr. Iusitey: No. : 
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Mr. Macponne.u: I should like to ask a question arising out of this second 
part. Where there are government obligations like the British wheat contracts 
as far as I am concerned I see the necessity of export control. However, you 
said secondly to secure adequate distribution in Canada of certain articles. I 
think I can understand what you mean there, but what I want to ask is this. 
Where goods do go to foreign countries to what extent is it the case that it is 
in pursuance of a government contract? I take it in the case of the United States 
that is not so. We allow individual sales there, but it interests me as to what 
extent we are getting ourselves involved in state trading two ways. 
4 
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Right Hon. Mr. Instey: Two ways? 


Mr. MacponneE.u: It comes up in connection with imports, too, but to what 
extent does it arise in the case of exports? Would you say a word on that as 
distinguished from sheer government obligations such as our wheat agreement? 
fe Then you go to the other field where you say for the purpose of keeping enough 
goods in Canada. 


Right Hon. Mr. Instey: We did not have in mind facilitating any additional 
state trading. 


Mr. Macponneuu: I might refer, for example, to the case of lumber exports. 


Right Hon. Mr. Iustry: Yes. That is an extreme and perfect example of the 
neccessity of export controls. As long as you have the price level lower in Canada 
than abroad you must have export controls. Otherwise you lose all your lumber. 


Mr. Hackerr: Or you pay the world price. 


Right Hon. Mr. Iustry: Yes, but that is the reason I said as long as you have 
_a lower price level. 


Mr. Fieminea: I wonder if it would be Bia CHcaBle to put on the record the 
list of the commodities which come within the scope of that expression which 
Mr. Ilsley used, “our intergovernmental commitments”. : 


The CuairMAN: We will be glad to do that. 


Right Hon. Mr. Insutry: Unless you want to take this up section by section 
I want to deal with the next section, section 4, having to do with import controls. 
Do you want to pass on to that now? 


Mr. Hazen: As to section 3 I have something in my mind. I do not know 
quite how to express it, but is it considered a good policy to force producers in 
this country to sell eoods at less than it costs them to produce those goods, and 
to make up the difference or make up their profit by selling the rest of their 
goods to another country? What I have in mind is lumber. The producer or 
mill man has to sell two carloads of lumber in Canada before he can send one to 
the United States. The experts say that as to the carloads he sells Canada he 
sells them at a loss unless he sells them on the black market or in some underhand 
- way, which is largely done, but if he makes a bona fide sale he is selling at a 
loss. The experts figure he is selling at a loss of $8 per thousand feet of board. 
It is pretty hard to get at the exact amount of his loss, but he is selling at a loss 
in this country if he sells above board. Is it considered good practice that he 
" should sell at a loss and make up his profit by selling the balance in the United 
{ States or some other country? 
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Mr. Hacxerr: At a higher price. 7 

Right Hon. Mr. Usley: I should like to have Mr. Howe answer that. He 
has given a lot more thought to it than I have, but the fact is we just do not 
feel we can face such a large increase in the cost of lumber. We want to keep 
that down. 

Mr. Hazen: The difficulty is when you force people to sell at a loss they 
are not going to sell at a loss. They are going to find ways and means to 
evade the law. You are making law-breakers of so many people. You have 
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deplored black markets but this thing goes on not only in the lumber business 
but in a number of businesses in Canada. I was talking to a man the other 
day who was being prosecuted for an offence by the Wartime Prices and Trade 
Board. He said: ‘Business to-day is the worst racket that it ever was.” That 
is what it apparently is becoming. Then he went on to explain in his own 
business just how it worked out. He was in the retail clothing business. 
I need not go into that now. 


Right Hon. Mr. Instey: You are on the question of lumber now, whether 
the lumber policy is justifiable. 


Mr. Hazen: It is perhaps broader than that. 
Mr. Hacxett: That is an example. 
The CHAIRMAN: A very good one. 


Mr. Hazen: Yes. Is it a good policy, if it is the policy, to force people 
to sell their goods at less than cost, at a price where they cannot make a profit? 


Mr. Lesace: It has to be proven first that they sell at a loss. 


Mr. Micuaup: That is what they claim. Is it a fact? Representations 
have been made to me along that line. 


The CuairMan: If their over-all operation, figuring in both their export 
sales as well as domestic sales, is profitable it might be in the public interest 
to have such a policy. 


Mr. Hacxert: That is an argument. We were asking for the policy. 


The CHARMAN: I understood the question was as to whether it was a 
wise policy, not whether it was the policy, but whether it was a wise policy, 
and that leads to an argument. 


Mr. Fremine: May I ask a question? Taking the words you used in your 
last remark, Mr. Chairman, perhaps Mr. Ilsley. would comment on it. You 
talked about a profit on the over-all operation. ] understand the Wartime Prices 
and Trade Board in fixing prices takes into account the over-all operation of 
a producer. He may be producing a dozen staple products, but when they come 
in they do not assess separately the profit or loss resulting from his manufactured 
production of one particular commodity. They take his over-all operation 
with the result that many producers, from my information, are discontinuing the 
production of the lines that they cannot produce at a profit under the price 
ceilings and are producing the things they can produce at a profit. That is 
the result of this over-all assessment of profit and loss on any particular producer 
instead of a particular commodity. 


The CuairMAN: Of course, they could not do that in the lumber business 
because they cannot enter the export field unless they supply the tequites 
amount to the domestic market. 


Mr. Fipmine: Yes, but remember this export quota is set on a footage 
basis, not on a dollar basis or on a grade basis. It is set on a footage basis. 


The result is the best of the lumber is going out of the country. I am told — 


that is the reason in many cases where the producer is producing a dozen 
commodities or products for general consumption. When a complaint is made 
to the Wartime Prices and Trade Board that he cannot continue to produce 
under the ceilings, the Wartime Prices and Trade Board looks at his over-all 
operation instead of his costs on each particular commodity, and that is the 
reason we get shortages in many of these products. 


Right Hon. Mr. Iustny: I should lke to have someone from the Wartime 
Prices and Trade Board answer that. My impression is they now try to see 
that there is no loss in any one particular line. 


- 
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Mr. Macponnetu: I have been one of the offenders, but I am going to 
_ make the suggestion that we allow the minister to make his complete statement 
- and then carry on with our questioning. | 


The CHAtRMAN: I agree with one exception. My friend from British 
Columbia at the end of the table has been trying to get in a question for a 
long time. 


Mr. Futron: I wanted to ask a question on the matter of export control 
before we go on to import control. It was brought to my mind when Mr. Ilsley 
said that export controls are necessary if we are to fulfill our intergovernmental 
commitments. I should like him to go beyond that and tell us what consideration 
was given, or whether the matter was ever discussed of adopting the course of 
letting these governments with which we have contracts, or perhaps even . 
compelling them, to go into the open market in Canada to make their purchases 
_ rather than agreeing with them as an agent for the Canadian producer to sell 
ata certain price. In other words, if they want 100,000,000 bushels of wheat 

let them go into the open market and purchase in Canada. Then they have 
- purchased their wheat and it will go to them. Why was that policy not followed, 
- and why was the policy followed of making all those sales as governmental 
contracts? 


Mr. Isnor: You must favour the same policy with regard to lumber as 
you do with regard to wheat. 


Mr. Fuuton: No, I am asking why— 


Mr. Isnor: I am asking a supplementary question so as to have it clear. 
Mr. Futtron: I do not understand what you mean. 


Mr. Isnor: The government purchases wheat. Now you want them to 
Birchase lumber. 


Mr. Fuuron: Ido not think the government purchases wheat. The govern- 

ment agreed that wheat would be sold to Great Britain at a certain price. 
The government set the price. My question is was consideration given to 
- allowing the price to be set by what these various governments were willing to 
pay in the open market? 


Right Hon. Mr. Insuey: I think you know just as much as I do about the 
- history of the wheat negotiations. The wheat negotiations are a big example 
of closing the ordinary channels and making an intergovernmental contract at 
_ a set price for a fairly long period of time. That was done as matter of govern- 
ment policy rather than letting the British come in and buy through the Grain 
Exchange and get what wheat they could at the market price. I would not 
understake to enumerate the reasons for that now. It has been threshed out 
so much for years in the House of Commons. I suppose opinions would differ 
as to which was the better way. 


Mr. Fuuton: That is taking one agreement as the answer to the whole 
question. This again may be a matter of opinion, but personally I do not think 1t 
gives a full answer to the whole question. I do not think there is any point in 
threshing out the wheat agreements again, but we have wheat, we have meat, 
_ we have fish, we have lumber to some extent. As to all these commodities 
_ the government has set the price at which the other government would be able 
to buy. The point I am trying to make is that the result of that has been in 
- most cases, with the exception of lumber, that exports under government agree- 
ment are at a very much lower price than the prevailing price. What I am 
_ trying to get at is why was it decided to do that instead of letting these other 
governments, which are anxious for our commodities in short supply, come in 
_ and pay the world price for them? 
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Right Hon. Mr. Iusuey: It ensured a market for quite a long period. That was 
one reason. A market for the Canadian producer was assured for quite a long 
period at a price which he knew he would get and for quantities which he knew he 
could sell. That is from the standpoint of the seller. 

Mr. Fuuton: I take it your answer would be in order to ensure stable long 
term markets? — 


Right Hon: Mr. Iustey: Yes: 
Mr. Futron: That is practically the whole answer. 


Right Hon. Mr. Iustry: I think from our point of view, from the standpoint 
of the interests of Canada, that would be the answer, yes. 


The CHAIRMAN: Is it the wish of the committee that we have no further 


interruptions? 


Mr. QurucH: I should like to ask one question. I have not been able to get 
the floor so far. Personally I believe as long as conditions are as they are 
export control] permits will be essential, but I was wondering if the government 
thinks that these high export prices for lumber, for example, will continue 
and if so, does the government then feel it will be necessary to maintain these 
export controls as a permanent policy or, on the other hand, will it be the 
intention to allow prices to rise internally to the export level? 

Right Hon. Mr. Iusuey: I do not know what the future is of lumber prices 
abroad, but I think eventually the domestic price will have to be the same as the 
export price. 

Mr. QuELCcH: That is what I want to know. 


Mr. Hacxert: Mr. Chairman, might there not be some convenient Le in 
Mr. Ilsley’s statement, to be determined by himself, where he would be glad to 
stop and have questions put to him -before he proceeds with another point? 

Right Hon. Mr. Iustey: The trouble is I have not any statement. I did not 
understand I was to come here and make a statement. I understood I was just 
here to answer questions anyway. On the question of imports we thought that 


- was a section where we should spell out particularly the grounds, and the only 


grounds, on which import controls can be imposed. Therefore, we put in this 
section three criteria, and unless a commodity comes under one of these headings 
it cannot go on this list. J am going to suggest a fourth heading, and I am going 
to mention a fifth heading which I am not proposing but which certain members 
and others would like to have proposed. The first of th'e headings is by reason of 
the scarcity in world markets. That appears paradoxical. The question would 
be asked at once, “Why do you seek the power to impose import controls on an 
article that is scarce abroad?”? You would think the fewer controls the better. 
There are articles that are scarce abroad but which are not subject to govern- 
ment controls in the country of origin or to any. governmental allocation and upon 
which import controls are desirable. I will give an example that is given to me, 
tea. Tea has been and is scarce. It is a scarcity product in the world. I think 
governmental control in the country of origin has been abandoned. Any 
governmental allocation on tea has been abandoned, but nevertheless there is not 
much tea. We did not think that it was fair to permit one buyer, for example, 
to get all the tea that would be consumed in Canada to the exclusion of every 
other importer and all the jobber agencies which are dependent upon them. That 
can very well be done if you do not have a system of import permits with regard 
to a scarce article. That is a fair example. It is a matter of opinion, I suppose, 
for the committee, as to whether it would be all right*for the particularly power- 
ful and wealthy—I think we should say—importer to be able to scoop up what 


little tea can be got before anybody else can get any and be the only distributor © 
in Canada. That is a matter of argument, I suppose, but I do not think it would 


be a fair thing to do. 
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Now, that is Shasding. No, 1. Heading No. 2 is eee controls in the 


3 countries of origin. Now, many articles are controlled by governments abroad 
~ now, and they will only deal with other governments abroad, and they insist or 


expect, at least, that there will be some control of imports in the countries with 


~ which they deal. 


Mr. Macponne.u; Will you give us an example. 

Right Hon. Mr. Instey: We have a lot of examples here. 

Mr. Harvny: Jute. 

Right Hon. Mr. Instey: That is an allocation. 

Mr. Harvey: No. There is no allocation. 

The Wirness: It is not an international allocation. 

Mr. Harvey: It 1s an export allocation made by the India shone 

Right Hon. Mr. Instey: That is a government-controlled article but it is 
not subject to an intergovernmental arrangement. 

Mr. Harvey: Yes. | 

Right Hon. Mr. Iustny: There is jute as an example. 

The third heading is allocation by intergovernmental arrangement. Sugar 


- is a typical example of this. We must have a system of import permits on 


sugar. 
Now, I want to add a fourth heading by amendment, and the amendment 
I would propose is at the end of this section. I propose that these words be 


added: “Or unless the price of such article is supported under the Agricultural 


Prices Support Act, 1944, the Fisheries Prices Support Act, 1944, the Agricultural 
Products Cooperative Marketing Act, 1939, or is in effect supported under the 


a Agricultural Products Act.” 


Now, that is, I need hardly point out, an important amendment. 
Let us take an example of a price which is supported or may be supported 
under the Agricultural Prices Support Act, 1944. Potatoes are as good an example 


- asany. We might very well have a situation where you have a floor price under 


potatoes in Canada and a glut of potatoes in the United States, and 1f you have 
that situation you have to have the power to impose import controls. 


Mr. Macponneuu: That is a case where you get into difficulties because our 
prices are too high. : 


Right Hon. Mr. Instey: Right. I do not know whether I agree with the 


if adjective “too”, but we get into difficulties which are brought about by prices 


abroad being lower than the floor price in Canada. 
Mr. MAcpoNNELL: We get it going and coming. 
Right Hon. Mr. Instry: Yes, but I would rather have the Americans dump- 


ing hundreds of thousands of tons of potatoes than have the Canadians doing it, 


and I would not like to see a situation where the government bought all the 
Canadian potatoes at the floor price and the public bought all their potatoes 
from the United States at the glut price. I do not want a situation where if 
anything spoils the government owns it. 

The same considerations apply to the Fisheries Prices Support Act, 1944, and 
the Agricultural Products Cooperative Marketing Act, 1939. That is a floor price 
Act which most people may have forgotten about, but there have been some 
operations under it and there may continue to be. The Agricultural Products 
Act gives in effect price support. That is a case that ought to be discussed by 
the committee; I know the Department of Agriculture feel that you should not 
have a situation like this arise where we are taking products off the Canadian 


__ markets in order to meet British contracts at a certain price which is, in effect, 
_the floor price, and which in effect supports the price in Canada, and at the 
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same time importing from the United States, for example, the same articles | 
below that price. Then our British contracts support the American price instead 
of— or as well as—the Canadian price. We have got to have this amendment 
somewhere, and we have to do this or we cannot operate this thing—I do not 
think we can without possible huge losses to the treasury. The result would 
stop the operation of it. 

Mr. Hacxertr: Control has to be complete or it is not effective. 


Right Hon. Mr. Instny: It has some ramifications, once it is started, I will 
admit. A person has to have a clear head and considerable industry—= 

Mr. Hacxerr: And endurance. . 

Mr. Micuavup: What is the last Act—the Agricultural Products Act; is that 
bill 25 which is before parliament now? 

Right. Hon, Mr. Insuey: Yes, it is not through. I do not lenow whether there ~ 
is very much more to say about import controls. I am not going to propose 
another amendment which has been suggested. : 

Mr. MacponnELL: Had we better propose it? - 

Right Hon. Mr. Iusuey: I was wondering whether someone would Pronore it. 

Mr. Micuavp: I will be pleased to move it. 

Mr. Hacxert: We do not know what it is yet. 

Mr. Micuaup: I thought you were referring to the one you have just read. 

Right Hon. Mr. Iustey: Yes, J am proposing this one, but I might as well 
tell you about a fifth heading that has been suggested as we are all friends 
together. 

During the last twenty years or thereabouts we have had a system | in 
Canada of imposing special valuations for duty purposes on fruits and vege- 
tables, and we are familiar with the system. The system is that these values are 
imposed for certain periods in the year, and these periods vary regionally— 
they may not be the same in British Columbia as in the maritime provinces 
for example. We set a value for duty purposes higher than the fair market 
value in the country of origin, higher than the export price quoted. Under 
section 43 of the Customs Act the difference between the export price and the 
values so fixed is collectable as dumping duty, so that vegetable and fruit growers 
from various parts of Canada have each year applied for and secured the 
‘special valuations for duty purposes with the object of debarring the importation 
of these fruits and vegetables from the United States during certain seasons of 
the year. 

Mr. Hacxerr: Early beans and potatoes and such things? 

Right Hon. Mr. Iusury: Yes, the list is all set out in the trade agreement 
with the United States together with the length of the period during which they 
may be imposed, and the advance in prices is set out; it is all covered by 
agreement. 

Now, then, there is some pressure to have that system changed and have 
these importations subjected to the prohibitions which would come about as the 
result of import controls. I am not proposing that although undoubtedly the 
fruit and vegetable growers would like it, and some members would like it. It 
is the system that has been operating during the last two or three years under 
the War Measures Act or the National Emergency Transitional Powers Act, 
with the consent of the United States. It cannot be done without consultation 
with the United States government. 

Mr. Hacxerr: Where is that agreement? 

Right Hon. Mr. Iustey: That particular agreement? The last one was made 
in 1937 or 1939—the trade agreement with the United States, the reciprocity 
agreement. JI mention that because after consideration we think we will go | 
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back to {he somewhat awkward and clumsy method of handling these impor- 
; tations that we had before. We think we prefer to do that rather than cut in 
on these importations with these complete embargoes over a few weeks each 
year. | 

f, Mr. Fraser: I have here a memorandum from the Department of National 
~ Revenue dated the 24th of February, 1947, which says: ‘Applications for 
specific permits, together with all correspondence relating thereto, to import 
fresh fruits and vegetables not included in general permit No.G-2400, are in 
future to be sent direct to the administrator of fresh fruits and vegetables, War- 
- time Prices and Trade Board 490 Sussex street, Ottawa.” Would that be refer- 
- ring to something that was not covered by the agreement in the two years? 

q - The CuarmMan: What are you reading from? 

Mr. Fraser: This memorandum from the Department of National Revenue 
dated the 24th of February, 1947, which says that if you want a special permit 
- you have to go to the administrator of fresh fruits and vegetables, Wartime 

_ Prices and Trade Board. 

Mr. Harvey: That is the transfer from the wartime food control to the 

Prices Board administrator. 


Mr. Fraser: That would be something that was not covered under this 
_ Canadian-United States agreement, was it not? 


Mr. Harvey: No, that is the same article. 

A Mr. Hacxerr: That would go off at the end of the month. 

Mr. Isnor: That agreement you are speaking of respecting fruit after the 
_ first year was generally accepted as fairly workable, was it not? 

Right Hon. Mr. Iusuey: That arrangement in the fruit agreements with the 
' United States? 

y Mr. Isnor: Yes. 


©. Right Hon. Mr. Iustey: It is workable. I worked it myself when I was 
_ Minister of National Revenue and while it nearly set me crazy it worked. They 
~ would come and want the dumping duty on cucumbers put on on the 26th of 
April and the officials would want it put on on the 29th of April and we would 
- have to decide between the conflicting claims, and we always had trouble with 
_ British Columbia with regard to strawberries and articles of that kind. They 
_ sent in aggressive telegrams: The east gets this so why should not British 
Columbia get something else and so on. Nothing in here is purely protective. 
_ There is'a reason, apart from pure price protection, for everything in here, but 
_ the other is getting away completely from the idea that foreign exporters should 
_ know what contracts they can make in exporting into the country and importers 
- what contracts they can make in importing. 
The CHarrMAN: Would not there be an additional reason in favour of the 
- way you propose dealing with the problem: the present bill before us will be a 
_ temporary measure while the problem of dumping fruits and vegetables is a 
_ permanent problem? 
5 Right Hon. Mr. Instry: Yes, decidedly. 
- Mr. Futton: I should like to refer to the fourth reason which the minister 
- suggested as justifying clause 4 on which he proposes to move an amendment. 
_ Is not the proposed amendment cutting across the field of what is presently done 
_ by tariff regulation? 
! Right Hon. Mr. Iustry: Only to the extent it is necessary to enable us to 
- work our price support legislation. 
“9 Mr. Fuuron: I wonder if what the minister had in mind in speaking of the 
fifth possibility which might be included‘in this section could be better accom- 
plished by tariffs? Would not that apply also to the fourth case: would it not 
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be better to allow it to continue under the tariff regulations instead of putting 
this additional burden on the Department of Trade and Commerce? 


Right Hon. Mr. Iustey: Oh, well, you mean institute a new system of 
values for duty purposes It could be done, I think; you could advance the 
values up to your floor price. You could do that if you wanted to. This 
support legislation was intended to be merely for the transitional period. 

Mr. Futron: Floor prices are not for the transitional period. | 

~ Right Hon, Mr. Iusutry: I think so. I do not know whether it is in the 
Act or not, but that was the understanding; that was the announced policy 
from time to time. 

Mr. Ross: Yes, it was. 

Right Hon. Mr. Instey: When I speak of the transitional period I do not 
mean a period fixed in any legislation; but it was expected that there would be 
a transitional period and that nobody could tell in advance what would happen 
to agricultural prices and fisheries prices during that period, and that there 
should be provision for floor prices during that period. It is not to be found 
in any legislation, but during that period this floor price policy would be 
applied. The amount that may be used under the floor price policy is limited 
by the Act. It is a pretty high limit, $200,000,000, but nevertheless there 


is a limit there, and the speeches by the minister and the announcement of. 


government policy all said it was for the transitional period after the war. 


Mr. QuELcH: Having in mind this amendment it is true, is it not, that 
tariffs have operated as a form of price control and therefore if we are going 


to be absolutely consistent and demand that controls be abolished we should’ 


also demand that all tariffs be abolished because they are in themselves a 
control of prices to some extent. 
Right Hon. Mr. Inusuey: The dumping duties on fruits and Peete have 


operated as a control on the imports of fruits and vegetables. They have. 


operated 1 in many cases as a prohibition on the import of fruits and vegetables. 
That is an import control. That is really what it is. 

Mr. Fuemine: In commenting on the three criteria that are set forth in 
section 4 the minister gave as a reason for the first one the necessity for what 
seemed to me to be rather a distribution control than an import control. One 
does not want to take up time here with theoretical differences. Is this bill the 
proper place for setting up what is in effect a distribution control rather than 
an import control? The reason the minister gave for the first criterion was 


definitely the necessity for distribution control rather than import control. It — 


did not relate to import. 

‘Mr. Fraser: You are referring to tea? 

Mr. Fiemine:: Yes. 

The CuarrMaAn: Is it not a lot easier to make your proper allocation at the 
source instead of allowing one man to bring it all in and then set about to take 
it away from him? 

Mr. Furminec: I should like to have the minister’s comment on that because 
it seems to me as his statement stands it is a statement in favour of a distri- 
bution control rather than an import control. 

Right Hon. Mr. Iustey: If there is an undesirable situation to be corrected 
I think the duty of parliament is to take the most sensible method of correction. 
Assuming that there has to be some control of distribution I do not think 
there would be any advantage in trying to take stocks away from people in 
the country after they have bought them rather than regulating their imports. 


Besides that we would not have the power to do it after the emergency passes,, 


at any rate. 
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Mr. Fuemine: Not under this bill; I agree. 
Right Hon. Mr. Iusury: Not under any bill. This has no relation to the 


national emergency. We have the constitutional power to regulate imports. 


We have not the constitutional power to order distribution in Canada at least 
within a particular province. I think that is probably right. 


Mr. Furmina: I can understand the point the minister has raised that the 


- reason for putting that kind of control in an import control bill is on constitutional 


grounds. | 
Mr. JAmNICKE: Of course, the section mentions distribution. 


Mr. Fuuiron: I should like to come back to this question with regard to 
the fourth reason which the minister gave and on which he introduced an 
amendment. I understand at the moment floor prices are purely transitional, 
but certainly a great many members, and a large body of the public as well, 
hope that eventually a floor price policy can be introduced which would be 
made permanent. Then the question is going to come up as to how that will 
be administered. The question which is covered by your proposed amendment 
will also arise as to how we are to protect our floor prices against dumping. In 
the hope that a policy might be worked out I wonder whether it would not be 
more advisable to provide for the permanent administration of that question. 
That is why I wonder if it would not be more advisable to give this duty 
to the tariff people who presumably would be the ones to carry on if the 
policy should become permanent. I come back to the question whether it would 
not be better to do that now than to have this job done by import control. 


Right Hon. Mr. Iusuey: I speak with a good deal of ignorance in this field, 
but so far as international dealing is concerned with other countries I think 


the other countries concerned would recognize the necessity and agree to a 


system of import controls where you have price support legislation designed to 
operate for a limited period but if you begin to set up a system of tariffs I think 


you would have a lot more difficulty because the United States has never liked 


our system of values for duty purposes at all. 

Mr. Fuuron: Do they prefer to do it this way rather than under a trade 
agreement? ! 

Right Hon. Mr. Iustry: I do not know what their preference would be, but 
I would think that the job of a Canadian negotiator would be much easier in 
suggesting an import control system because you have price support legislation 
which is in all probability likely to be temporary. It is not as likely that they 
would be in favour of agreeing to the imposition of a whole new set of dumping 
duties. 

The CHAIRMAN: You see there is one difference as to the treatment you 
accord to perishable products. Raw fruits and vegetables have to be marketed 
when they are fit to be marketed or they are a total loss. In that way there is 
a sharp difference between fruits and vegetables and grain, fish, and so on, 
which are not perishable products at all. 

Mr. Macponnetu: Without wanting to press it too far I want to raise 
one question for the minister’s consideration. I think I understand his explana- 
tion of the paradox that we are going to have import control from foreign 
countries in cases where there is not an abundance but a scarcity. He gave 
an illustration of it. He said what I fully agree with, that it would be a thing 
we would all greatly deplore if we allowed a situation to continue whereby one 
man went out and got all the tea and practically had a corner on it in Canada. 


I could not gree with that, but I want to ask the minister this question. Is 


this the only way to deal with it? In effect it seems to me we are now using 
import control to deal with a monopoly situation. I should like to ask him is: 
there no other way by taxation or some other means to deal with that? I am not 
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forgetting that under this bill it is only going to last for a year but it seems — 
to me that by implication we are putting on a government department a task 


which I think is impossible of achievement. I do not see how any government 
department can undertake to create ideal justice among people in every line 
of business. We had a statement from the deputy minister yesterday in 
which he indicated something like that was almost laid on the shoulders 
of the department. Can the minister say whether it has been considered if 
there is not some other way to eal with it, or-do we have to fetter business 
at the source in order to prevent some man from doing what we all deplore, 
namely, getting a corner on the market? How.far does that take us? 


Right Hon. Mr. Iustry: I must say I have not given consideration to any 
alternative method. It may be that other ministers have. Maybe the officials 


have. I doubt whether they have. I think perhaps the reason they have not - 


is because in the case of articles such as tea there has been aw apparently satis- 
factory distribution of import permits in the past. Is that not right? 

The Witness: There have always been difficulties, great difficulties, the 
sort of difficulty Mr. Macdonnell suggests, but by and large it has been possible 
to arrive at a ‘workable arrangement. 

Mr. Macponnetu: How far back does that go, just during the war? 


The Wrrness: Yes, during the war. I am speaking of the allocation of a 
limited import quota among the users in Canada. There have been some rough 


corners. There always are, but it has been workable and generally satisfactory. - 


Mr. Macponnenu: May I ask this question? I do not want to be fractious 
in raising difficulties. Do you think it is reasonable to look forward to a time 
in the near future when the amount of tea offered will be enough so that we can 
abandon this in a year or two years, let us say. 


The Witness: These controls are based on scarcity. . As and when 
supplies increase the extent of government control in the countries of origin will 
of necessity disappear when they start to go and look, for markets and are 
selling in a buyers’ market as distinct from a sellers’ market, but at the 
moment a good many of these import controls are, in fact, operating to assist 
people to get supplies.. 


Mr. Macponneutu: On what basis do you give your import permits at the 
moment? 


The WITNESS: On what basis are they allocated to people in Canada? 

Mr. Macponneu: Yes. 

The Witness: Each one is worked out depending on the commodity, the 
type of person that is handling the commodity. 
Mr. Macponneuu: I am just talking about tea. 
Mr. Fraser: Would it be on a quota based on what they were buying before? 
Mr. Harvey: It would be on the previous history of trade. Perhaps I 

might point out— 

| Mr. Macponneuu: Let me point out that the big people like that, while the 
little people do not like it. In my opinion, that is one of the defects of these 
controls. You are always favouring the big people and making it difficult for 
new people to go into business. 


Mr. Harvey: There is always an endeavour to keep a margin of protection 
for the new man endeavouring to establish himself in business. ‘There is one 
creat difficulty in that respect. The commercial size of quantity has a 
tremendous bearing on the facility of its handling and its landed cost, here. We 
very frequently find even when we extend a quota to somebody endeavouring 
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to enter business he is unable to compete commercially because he has not the 
distributive size while the world is still a sellers’ market. He cannot handle 
the volume to reduce his cost. 


qi Mr. Macponneiu: Now that it is being sold on the open market what is the 
_ technique of the buying? Is it bought by a government agent or is it bought 
by one big person? 

a Mr. Harvey: Until recently tea has been purchased in bulk by the Com- 
modity Prices Stabilization Corporation. They are now in the process of 
returning it to the hands of private trade. 


Mr. Macponnetu: I only want one further short explanation. You say it 
is being returned to private trade. That comes back to my other question. 
Will one individual or one corporation or a certain group be allowed to go and 
buy, because after all we must be skillful in our buying. 


Mr. Harvey: Yes. Under this arr ‘angement as it is returned to the hands 
of private trade firms who have been in business before will apply for import 
4 Bh ernits and obtain import permits to make their own purchases. 


Mr. Hackerr: On a rationed basis. 


! Mr. Harvey: On the quota basis. As the quantity improves the necessity 
for the control disappears. It is a question of the pre-war producing areas com- 
- ing back into production in very large part. 


Mr. Fraspr: There is a question I want to ask. The deputy minister 
~ mentioned there had been some rough corners. Were those rough corners caused 
by your tea firms that had been in business for a number of years being 
allotted different tea to what they had been used to buying? These tea firms 
q have certain agents and certain places where they buy their tea. That gives 
» them their special blend. Were there difficulties in regard to one firm getting 
' an inferior quality of tea to what another firm got? How did you work. out 
- the matter of the quality of the tea? 


The Witness: Quite frankly I was not thinking specifically of tea or of 
' any particular commodity. I was speaking in general of the problem of allocat- 
’ ing a limited quota. In each trade one meets with different problems depending 
~ upon how the thing was handled. Innumerable questions come up. There are 
_ questions such as the amalgamation of two firms when you are trying to relate 
- it to past history. Maybe somebody has gone out of business. There are a 
- great variety of problems that come up. lf you want specific information on 
how the tea allocation was handled I think it should be got from the Commodity 
_ Prices Stabilization Corporation. 

Mr. Fraser: The reason I asked the question is because I was talking to 
a man who is in the tea business. He said, “Well, our tea has not been 
nearly up to the quality we like to keep it owing to the fact that we have 
to take what is allotted to us.” 

The Witnsss: I do know that tea is a particularly difficult one because 
of the grading problem and ageing, and so on. 

Mr. Fraser: That is exactly what he said. He said, “We are getting a 

. grade that is not up to our regular standard.” He said, We hope the sam hill 

the government will allow us to go in and buy for ourselves.” I think those 

_ were his exact words. 

The Witness: I think the comparison with the past would have been that 
_ while he might not be getting exactly what he wanted he got something better 

" than he would have got if there had not been any allocation. 

: Mr. Fraser: There might be something in that. He was objecting to it, 

_ and I imagine other people were, too. 
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The CHAIRMAN: The minister may not be able to be with us this afternoon, — 
If you have any more questions you want to ask him it would be an opportune — 
time to do 1t. ; 
Mr. Isnor: Are there any other clauses to which the minister is going © 
to refer? | | 
The CHatrMAN: No, no other amendments, I understand. Bice 
Mr. Hazen: I should like to ask the minister this question. Have there 
been many prosecutions under the regulations created by order in council that — 
exist at the present time? There is power here to make regulations in section 10. — 
Mr. Butt: ‘There were only two prosecutions, I understand, under the ~ 
regulations. One had to do with fish in Montreal where a fish dealer was © 
sending out one type of fish and claiming it was another. He was caught at — 
the border by the Royal Canadian Mounted Police. He was prosecuted and — 
fined, and his trucks taken away from him. We have another case in British © 
. 


Columbia at the present time under the same circumstances where a man was ~ 
selling spring salmon and calling it another type of salmon. He was moving — 
it from Vancouver down to Seattle, a type of salmon which should have been ~ 
going into cans. He was sending it out as fresh salmon at a higher price. There © 
have only been the two prosecutions. 

Mr. Isnor: I wonder if the minister would enlarge on section 9 in regard © 
to transferring permits. What is the purpose of that? 


Right Hon. Mr. Iustry: Would it be all right for Mr. Mackenzie to answer | 
that? 

Mr. Isnor: Yes. 

The Witness: The important point is to stop trafficking in permits. That — 
is the reason for the provision that the permit is not transferable. Again when — 
you are working with export quotas, and having in mind that the export | 
price is higher than the domestic price, an export permit as such becomes an ~ 
instrument of value. If one made them transferable there could be unlimited — 
trafficking in them. 

Mr. MacpoNneLtu: A new industry. 


The Witness: Apart from that the rest of that section is merely to make © 
it abundantly clear that this permit which is issued does not over-ride other — 
legislation which might be operative, such as pure food laws, drug laws or any — 
other laws that control the movement or type of the merchandise involved. 

The CHAIRMAN: Were we not told at some time somewhere that in some 4 
instances the department sets up a clearing house for permits? Take, for — 
instance, lumber. A man will have lumber cut none of which is of a size 
suitable for export. Yet he earns an export quota. Is there not some provision — 
whereby that permit which he earns can be transferred for value to someone © 
else? ‘ 

The Witness: Yes, that can be done as long as it is under control, but if.a ‘p 
permit was readily transferable then there would be no means of seeing that ; 
they were properly handled. 

Mr. Lesage: As to lumber there must be special permission on the invoice — 
and it must be approved by the lumber controller? : 


The Witness: That is right. 


: * 

Mr. Lesace: I saw that this morning. s 

Mr. Futron: I should like to ask a question on section 7 which perhaps tt 

the Minister of Justice might be able to answer. ‘ 


Mr. Isnor: May I ask one more question before we: ee that? In case P 
of a tea merchant, one who would be blending teas, and jobbing it to the trade, — 
if he had a permit ‘and for some reason or other went out of business would he be: 
permitted to transfer that to his partner or someone else to carry on? 
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The Wirness: I think it would depend on the commodity, the special 
- arrangements and the basis on which quotas had been issued. There certainly 
are cases, as in the case of lumber, where quotas may be transferred under con- 
_ trol. There are other cases where it is not suitable that they should be transferred. 
_ One would have to be specific as to the particular transaction. 

Mr. Fuutron: I was wondering whether there was an provision for 
compensation to a merchant whose export permit it was necessary to cancel. 
For instance, suppose there was some change in the over-all world situation 

- and some new agreement was made that directed the commodity to some other 

country than the one to which he had permission to export it, and it was 

necessary to cancel his permit and he suffered a loss. Would there be any 

_ provision for compensation? 

‘ The Wirness: No, there is nothing in this Act. There is no vote from 

~ which such compensation could be taken. | 

Right Hon. Mr. Instey: The purpose is merely to cancel the permit if he 

is proved to have committed some violation? 


*. 
4 
Mr. Futon: It is really a punitive clause. 
q 
a 


Right Hon. Mr. Iusuny: Is it? I was just asking that. 


The Witness: It depends on the change in supply conditions. A man 
might be laying his plans to export a certain commodity before obtaining a 
permit or even after obtaining a permit. If some situation developed there 
- might be a change in the regulations. What has happened up until now when 
that situation has developed is that we try to arrive at some sort of arrangement 


—_ 


that will avoid his being placed under too heavy a loss, perhaps by way of 
permitting him some export because of commitments that had been undertaken, 

’ but there is no provision for compensation as such. 
Mr. Lesace: During the war it happened to my knowledge in the charcoal 
business. A certain charcoal producer had some export permits to the United 
_ States where the price was much higher. There was a scarcity on the Montreal 
s market. The domestic market could not be supplied so they cancelled his 
permits and he had to direct his carloads to Montreal. The remedy for it was 
that his export permits were postponed. A little later when the situation on 
4 the Montreal market was corrected he exported to the United States and they | 


4 gave him a little more in the way of permits to help to balance it up. 


Mr. Fuuron: I was thinking of a case where a man made firm contracts 
with a shipping agent for the delivery of these goods. He might be held liable 
under those contracts. He might get involved in losses in price on his goods. I 
was wondering what could be done there to safeguard him? I think if power 
is given to cancel a permit in that manner there should be some provision made 
for recompense to a merchant who suffers consequential damage, unless it is 
eancelled for fraud. 

Mr. Fraser: You would have to put on the bottom of his contract besides 
“an act of God”, “at the direction of the government”. It would have to be, 
: “Act of God and direction of the government.” 


Mr. Jurras: In the allocation of export permits what provision do you 
make for new businesses coming into the field? 
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¥ The Wrirness: That would depend entirely on the commodity. There are 
: many commodities where there could not be any new producers come in within 
% the foreseeable future by reason of the process of manufacture. It has varied 
“4 all the way through. 

: Mr. Isnor: Except in the case of veterans; you make a special allowance 
“a there? 


The Witness: There are many industries where a veteran could not possibly 
set up in business in the foreseeable future. 


3 
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Mr. Micuavup: For instance, in the soft drink business you have refused 
to grant permission to go into the soft drink business on account of the sugar 
situation? 


The Witness: That is a thing altogether apart from this bill. That is 
rationing of sugar and the licensing of a business under the Wartime Prices 
and Trade Board. It has nothing to do with this bill at all. 


The CHatrman: Mr. Macdonnell, at our previous meeting you asked some 
questions directed to the point as to whether the present bill could include a 
list of all articles that would be subject to control. While the minister is here 
would you like to pursue that point? 


Mr. Macponnguu: Yes. I think the question has not been fully answered 
but nevertheless a good many things have been said which have helped to 
clear it up somewhat. I do not want to be monopolizing the asking of questions, 
but I should like to ask this question. We had some discussion at the previous 
meeting as to the very important question of whether exporters can be trusted, 
without being controlled, to take care of the domestic market. Of course, 
exporters are inclined to think they can. I am informed by a friend of mine 
who is an exporter—and I have no means other than his word of knowing whether 
his statement is fair—that things like canned foods, machine tools, plumbing 
supplies, do not need to be controlled at all. He tells me they are controlled. 
I mention those as samples. I mention them to introduce the general principle 
which I think goes to the very root of the matter. I think it is fair to say that 
one of the reasons given the other day for export controls was that situations 
would arise where our manufacturers would not take care of the domestic 
situation. I want to ask in particular what the bearing of the newsprint industry 
is on that. My understanding is that is a case which stands out as an illustra- 
tion to the contrary. If I am wrong I should like to be corrected. I should 
like very much to hear the minister’s views from his experience during the war 
as to whether we have got to assume that a manufacturer is going to be so 
foolish that for the sake of an immediate advantage he will disregard his home 
customers, jeopardizing his whole future for many years to come for the sake, as 
I say, of immediate advantage. There are some 700 cases where you say you 
need to have controls. I understand the illustration that the minister gave 
this morning, but when you have 700 items it does make you wonder how far we 
have gone in the business of paternalism. I think Mr. Mackenzie would be a 
very nice paternalistic institution. I am sure he would try to do his best, but 
I am wondering how far you have got to go in that direction? ~ 


Right Hon. Mr. Insury: I really have not had enough experience with the 
operation of the export permits system to know how far you could depend .on 
manufacturers, producers, to see that the domestic market was adequately sup- 
pled before they exported, but I would think you could not safely depend on 
very many. That is my belief. This is the way it arises. Let us take the 
manufacturers of agricultural implements who are very respectable people. 
When they can get more for their implements abroad than they can in Canada 
their opinions are influenced as to what is an adequate supply for the Canadian 
people. They may be quite sincere about it. 

Mr. Macpnonneui: That puts it very gently. 

The CHatRMAN: Might even be warped a little. 


The Wirness: May I add a word? There is one other point I think might 
be made in answer to Mr. Macdonnell’s question. That is that there is practically 
no product which is under the control of the manufacturer all the time. Once 
it passes out of his hands he loses control of it. There are any number of 
people in the country who can find ways and means of getting possession of that 
product, and find a way to export it. If you try to ensure that a certain 
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_ quantity is distributed in Canada it assumes that a reasonably adequate quantity 
is available. It does not take much ingenuity to pick up some of these articles, 
perhaps not from the original manufacturer but from other people in the 
various trades. Then some individual who has been able to db that, without 
export permits, proceeds to make an export of the items that he has been 
able to get under his control and makes a handsome profit. The minute that 
happens the manufacturer comes back and says, “Well, I do not mind doing 
the right thing and distributing enough in Canada, but I am not going to do 
it simply to enable somebody else over here to make a profit that I am denied.” 

Mr. Macponnewu: Will you mention the newsprint industry? 

The Witness: Newsprint is a very special case because newsprint as such 
is dealt in ‘almost directly between the big mills and the publishers. It does not 
get into general commerce to anything like the extent that other items on this 
list. do. | 

Rt. Hon. Mr. Insuny: There are at least two publishers in Canada who are 


_. not satisfied they are getting enough newsprint. 


Mr. Macponneuu: I know one of them. 

Mr. Isnor: I should like to pursue that thought a little beyond the point 
suggested by you. A manufacturer of clothing about two years ago found 
himself suddenly faced with this situation. Buyers from New York came over 


_- to Montreal and were buying almost every suit and suit length of serge and 


woollen material that was available. They were not on the list. There was no 
export permit required at that time. If I recall correctly you immediately put 
- woollen goods on your export list. That made it impossible for the individual 
to export suits or woollen goods. Because of that action by you it made it 
possible for us to have more clothing in Canada than otherwise would have 
been the case. That is one case. | 

I also recall an outstanding firm, whose name I know very well, which 
operates in Chicago. When they found they were unable to procure cotton 
goods in the United States sufficient for their requirements they sent buyers to 
Canada and bought at retail prices in Toronto and Montreal sheets, pillow 
slips, and so on. That is a case where it does not affect the manufacturer, but 
the same principle was carried out of exporting goods from this country and 
demonstrates the need for an export permit such as 1s mentioned in this bill. 
p, Mr. Macpvonnetu: At the risk of ‘being tiresome I want to come back to 
that for a minute. Would you say whether you did have any such cases, Mr. 


Mackenzie? 


= The Wirness: That is exactly the type of situation I had in mind where 
somebody other than the manufacturer is able to pick up a supply that has 


4 been distributed in Canada and intended for domestic consumption. He picks 


that up and proceeds to export it. 
. Mr. Fuuron: Perhaps Mr. Mackenzie can say where all our shirts have 
- gone? 
The CHAIRMAN: Mr. Macdonnell has the floor. 
Mr. Macponnetu: I am afraid I have been holding the floor too long. 
I am going to get off it. I want to say this. First of all I am not sure whether 
what Mr. Ilsley said about the two publishers who wanted newsprint got on 
_ the record. If it did I want to say I think I know one of them and I think by 
- scrounging around he has got the paper he needed. I want to come back to 
that general question. It may not be fair to ask you to answer it at the 
moment but I want to have it answered later. I want to get an idea of the 
- quantities involved. My colleague, Mr. Hackett, to my right has said some 
things which evidently have interested the public a good deal as to the number 
of people who have gone into the government service and who are busy 
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controlling the rest of us. No sensible man thinks we can get along without 
controls altogether at the moment. It is a question of how much. Perhaps Mr. 
Mackenzie can give me an illustration. I should like to know the quantities 


involved in some of these indirect operations that he talks about. I should 


like to know how significant they are. I want to point out incidentally that to 
the extent to which people have managed to export probably the Minister of 
Finance does not wholly complain because it helps with our exchange situation. 
That is probably one of the things we have in mind. I do want to get an idea 
of the quantities involved because it seems to me if we are going to get rid of 
them we have got to have a rather strong digestion in these matters and admit 
there are going to be certain things we will not like, but we have got to go 
through that period when we are getting readjusted and), as I say, not deal with 
little things. , 

The Wirness: It is very difficult to give you precise figures on it. 

Mr. Macponnetu: Would you care to let that stand and perhaps give me 
an illustration later? We will be back again but do as you prefer, now or later. 

The Witness: There may be a typical case we can give you. I would be 
glad to look andi see if there are some. I think one can say this, that there has 
been, as you can see from the little statement that was tabled this morning, a 
very substantial reduction in the number of items under control. One of the 
principal criteria that is used is that fact of the number of permits involved 
and the relationship of that to the seriousness of the problem. They are coming 
off all the time. 


Mr. Macponnetu: Take canned goods, one of the things my friend 
mentioned and tell me about that, or perhaps one of your colleagues could. 
Are they controlled in the export of canned goods? 

Mr. Buti: We have met that situation in several ways. One of the main 
things is to give general permits to the responsible exporters, that is, to the 
actual producer of the goods. On the understanding he is supplying a proportion 
of his production to the domestic market he gets an export permit for the 
balance. He ships it in any form to any country. It is almost equivalent to 
taking it off control. As to the brokers over 500 new firms have set up in the 
last few years in the export business. They are constantly looking for goods. 
If they come in at the wholesale and retail level and pick up these goods we 
may and probably would deny them an export permit. 

Mr. Macponneuu: You would deny them? 


Mr. Buuu: Because we had already taken care of the quantity we could let 
go, and the manufacturer in supplying those goods to the domestic market is 
given the opportunity to sell some goods at a higher price in the export market. 
Take the case of cocoa. A while ago the entire body of manufacturers was 
supplying the wholesale market with cocoa at 6 cents a pound. There constantly 
was a shortage in cocoa. We discovered a man in Montreal was skimming it 
off the wholesale market and selling it in New York at 26 cents a pound and 
creating a constant shortage in Canada. We were not getting applications from 


the manufacturers for export permits because they knew the wholesale trade © 
was constantly calling for cocoa and the cocoa administrator was pushing them 


to supply more cocoa for the domestic market at a time when one small broker 
in Montreal was shipping it to New York. He got out about ten carloads and 
he made a very substantial profit on it. We caught up with that, and we have 
got a very tight control on cocoa. We give no permits to brokers on cocoa. 
The permits only go to the manufacturer until he has all the permits he wants; 
then we give them to the broker. The manufacturer has the responsibility of 
supplying the domestic market, and therefore he is entitled to any exports, 
having supplied the domestic market. 
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| The CuHatrMan: The manufacturer is practically uncontrolled. He does just 
as Mr. Macdonnell suggests. 


Mr. Buti: We have given very substantial open permits to manufacturers 
and within those figures they have a responsibility to the Canadian distributors 
and the Canadian market. Over and above that they are allowed to export. 
If we find the domestic market crying out for goods we will tighten up on these 
general permits under which they are operating. There is a top quantity within 
_ those figures but the quantity set was generous, and was arranged in cooperation 
- with the canners so that there is a minimum amount of complaint from the 
canners as to how they have been treated, but there is a complaint from food 
brokers and people along the way who would siphon off goods bare were 
delivered to the domestic market. 


The Cuatmman: Is it fair for me to ask as to whether your complaint came 
- from a broker or a canners? 

Mr. Macponne.u: No, it’ came from a man who really represents a group 
of exporters. He knew the export situation. 


The CHatrMAN: Then it comes from a broker, you see. 


Mr. Macponnetu: No, he is not a broker, but at the same time he is not a 
- manufacturer. My only comment on that—and it is really in the nature of a 
- question—is that you are really finding it necessary to discourage individuals, 
to make it impossible for individuals because of the case you have mentioned. 
You really find it necessary to discourage to the point of extinction the private 
food broker in that line? . 

Mr. Buu: In many lines we are making it very difficult for them. 


| Mr. Macponnexu: Do you think there is any danger in that for the future 
‘of our export business? 
| Mr. Buu: These fellows were not in this business before the war for the 
most part. They have been attracted to it by the big profits. When we come 
back to a buyers’ market many of these commodities will not stand brokerage 
in between the producer and the consumer abroad. The tendency is for the 
_ producer in this country to make direct connections abroad and move the goods 
~ without that second commission or profit. Where a broker has been established 
in the trade he has a right to continue but he operates on the quota given to 
the manufacturer. He cannot buy wholesale under normal conditions and export. 

Mr. MacponneE.u: He is attached to a certain manufacturer? 

Mr. Butu: If he is buying from the manufacturer it is quite in order for him 
to continue in the export business operating under the manufacturer’s licence. 
- In other words, if a manufacturer such as Heinz says that it is quite all right for 
a firm in Toronto to sell their ketchup in Jamaica we will give the firm in Toronto 
a permit and charge it against the quota we have for Heinz. It is all done with 
the approval of the manufacturer. They would give that approval if a man 
is buying from the manufacturer, but if he is buying from the wholesaler then 
- the manufacturer would not be inclined to give his approval. 

Mr. Macponneuu: It all makes a rigid and unelastic economy. We cannot 
refuse to face that fact. 

Mr. Butu: That is true. 

The CuatrmMan: Looking at it from the other viewpoint it assures to the man 

- who is entitled to the profit a profit and it prevents some opportunist from 
_ stepping in and making a killing. 

Mm Mr. QuetcH: I should like to ask the minister a question. 

Mr. Macponnetu: May I make one comment? I want to say that it is a 

hard thing to answer, but it is the death knell of competition and free enterprise 

if we fix our minds on that. 
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Mr. Quetcu: I should like to ask the minister this question. I take it 
‘during the war in exercising these controls the government was influenced by the 
question of balance of payments. 

Right Hon. Mr. Insuey: Export-import permits were not based on exchange 
considerations at all. The War Exchange Conservation Act was based solely 
on exchange considerations. That was a very rigid basis of control of imports. 

Mr. QuetcH: That was exercised entirely by the Foreign Exchange Control 
Board? 

Right Hon. Mr. Instzxy: No, it was the law. It is over now, but the imports 
were controlled by the Department of National Revenue. It became a part of 
the law. Certain things could not be imported at all from certain countries. 

Mr. Futton: Before we adjourn may I make another plea with regard to 
the time of meeting? I know there are at least two members who are extremely 
interested in the Natural Products Marketing Act. I think it is largely related 
- to this sort of legislation. It is coming up in the House this afternoon. 

The Cuarrman: If I may interrupt I might state that it was only as a 
safeguard that I asked for the room for the morning and afternoon in the event 
we would be unable to finish with the minister and the committee would want to 
continue. with his presentation. I take it you are oreuee AS the minister? 


Mr. Fiemine: Is he through with us? 


The CHatrMANn: I hope his explanations have been very convincing. Of 
course, they have been to me. We will not meet this afternoon. We will meet 
at 11 a.m. on Tuesday morning. 


The committee adjourned at 12.55 p.m. to meet again on Tuesday, March 
18, 1947, at 11 a.m. 
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MINUTES OF PROCEEDINGS 


Turspay, March 18, 1947, 


The Standing Committee on Banking and Commerce met at 11.00 a.m., the 
Chairman, Mr. Cleaver, presiding. 


Members present: Messrs. Argue, Belzile, Black (Cumberland), Blackmore, | 
Breithaupt, Cleaver, Fleming, Fraser, Fulton, ‘Gour, Hazen, LIsley, Irvine, Isnor, 
Jackman, Jaenicke, Jutras, Lesage, Macdonnell (Muskoka- Ontario), MacNaught, 
Marquis, Mayhew, Michaud, Rinfret, Stewart (Winnipeg North). 


In attendance: Hon. James A. MacKinnon, Minister, and Mr. M. W. 
Mackenzie, Deputy Minister, Department of Trade and Commerce; Mr. Donald 
Gordon, Chairman, Wartime Prices and Trade Board. 


_ The Committee gave further consideration to Bill No. 11, An Act rocHeeuate 
V Export and Import Permits. 


Mr. Gordon was called and examined. 


At 1.00 o’clock p.m., witness retired and the Commitee adjourned until 
Thursday, March 20, at i 00 a.m. 


4 ) R. ARSENAULT, _ 
BP Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House oF Commons, 
March 18, 1947. 


_ The Standing Committee on Banking and Commerce met this day at 
‘11.00 a.m. The Chairman, Mr. Hughes Cleaver, presided. 


The CHatrMAN: Gentlemen, we have a quorum. 


Mr. Gordon is with us this morning. As he is an extremely busy man we 
. will carry on at once. He is here to answer questions which any member of 
e the committee would like to ask. He'is not going to make a statement. 


Mr. Donald Gordon, Chairman, Wartime Prices and Trade Board, 
called: 


The CHatrman: Mr. Fleming, you have the floor. 


By Mr. Fleming: 


Q. I think it is very helpful to this committee that we should have Mr. 
Gordon present, because it has been made clear I think that while this bill 
‘relates to particular classes of controls nevertheless there are features here that 
‘telate to the whole broad question of controls. Having prefaced my remarks 
‘in that way I would like to ask Mr. Gordon in the first place if he thinks it is. 
possible and desirable not necessarily now but certainly as an objective to get 
“back to an economy that is free of these wartime or emergency controls?— 
'A. Yes. I am afraid that can only be expressed as a personal opinion because 
“there is involved. in that question the whole matter of government policy, 
“export trade, tariffs, etc. I think I would like to say in answer to that question 
that so long as we are trying to carry on an effective system of price control 
and so long as the Prices Board is charged with the responsibility for seeing 
that an adequate domestic supply and an appropriate distribution of that 
“supply is maintained as a matter of government policy in this transitional 
“period of shortage, then it is absolutely essential that we have export controls 
‘and to some extent import controls; that so long as government policy dictates 
that our country be served in that way, then I do not see how you could get 
an effective administrative system without export control. 
-*  Q. I am thinking, Mr. Chairman, rather in terms of objectives, and I am 
not asking Mr. Gordon to go into that field if he does wish to, the matter of 
_ government policy. I am very anxious to get his view as to whether it is a 
practicable objective to aim at, an economy that is freed of wartime and 
im: Bereency control; not necessarily to- day, | but as an phiechye to which we 


; ‘out of conditions of war directing pean 

tS Q. Yes. I think we all agree, we have got to take account of world 
| ¢onditions —A. You may be reaching for your objective but there are obstacles 
In in reaching it because of conditions arising out of war, and then you must decide 
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whether these obstacles are of such character and will so adversely affect your 
economy that oe is a case for continuing a measure of government 
supervision. 

Mr. IRvINE: Mav I just ikecrine there and ask would the questioner or 
the witness enlarge a little bit on what they mean by an economy free for all? 
I do not understand it. I do not know whether the rest of the members of the 
committee do or not. 


Mr. Fremine: Mr. Chairman, if it would be helpful I would be glad to 
do so but I think if I just follow my immediate line of questioning through, 
then if there are any other questions which follow. The expression I used was, 
an economy freed of these wartime and emergency controls. 


The Wirness: If I may say so, the short answer to that is that all of 
these wartime controls are of an emergency character, and it is quite clear that 
government policy has been expressed that these emergency controls will He 
lifted just as soon as conditions which gave rise to them disappear. 


By Mr. Fleming: 

@. And that I take it is the objective toward which those who are admin- 
istering controls are working within the scope of government policy?—A. 
Absolutely. We are trying every day to review the situation and to see where 
these special conditions of emergency have now been rectified to the point that 
the emergency controls which had to be put on to deal with them can now be 
lifted. 

Q. My next question is this: ie ican to the time within which these 
controls are found to be necessary; that is to say, the period of continuance of 
these emergencies; we had evidence at this committee from the Deputy 
Minister of Trade and Commerce that each of the controls of the kind 
contemplated in this bill for export-import control is a particular type of — 
commodity, and that the need for the continuance of the control is based on — 
consideration of the supply of each individual commodity ?—A. That is correct. 

Q. Does that apply over the whole control area in Canada at the present 
time as well as to import-export control?—A. That is my understanding, yes. — 

Q. Then that leads to the next question, which is the relationship of these - 
various controls to one another; that is to say all import-export controls, price 
controls and all other forms of war emergency controls. I would like Mr. © 
Gordon if he will, Mr. Chairman, to enlarge on the relationship of the various 
pieces of this control system to one another, both as to principle and policy on 
the one hand and as to administration on the other; in other words, co-operation 
between the departments and bureaux or boards that have to do with the 
administration of the policy—A. Yes. Well, on that; that is a very pean ) 
field. 

Q. Yes. I am opening up a pretty big field for you-—A. I think I can cover 
it for you. If I do not I hope you will tell me wherein I fail. Essentially the 
Prices Board job is one of trying to maintain price ceilings or to get on with the 
job of an orderly adjustment of our prices when it seems that permanent supplies ‘ 
have reached a point where controls may be lifted, where regulation is no longer 4 
necessary. That is what you have been witnessing for the last six or eight months. — 

Mr. Isnor: I wonder if Mr. Gordon would be good enough to speak 
louder so we can hear him. | 

The Witness: Do you want me to stand up? 

Some Hon. Mrempers: No, no. ; 

The Witness: I am saying that the essential job of the Prices Board is to 
see that the price control system is maintained so that we do not have a runaway 
race in the cost of living, and during the last six or eight months what we have 
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been doing is gradually adapting our price level in the form of individual prices 
where it would seem that permanent costs have been sort of crystallized; 
wherever we feel that the increased costs both here and abroad have reached 
a permanent level then we try to adjust our prices so that we can free them of 
control. We have made the necessary first moves. The second thing we are 
interested in is to maintain an adequate supply in Canada of the essential 
necessities of life. Now with that in mind we of course have also to consider other 
trade considerations of Canada; namely, our export trade; and we look 
at the supply of any particular commodity; if there is an export interest in that 
commodity then we sit down with trade and commerce officials and we agree 
upon what may be a reasonable amount to go to the export trade and keep 
our feet in our foreign markets. We try to reach an agreement on a reasonable 
division so to speak in connection with any of our commodities that have to be 
divided. And we talk to the Department of Agriculture on the same lines. 
On the reverse side, on the import side, the board takes its part in discussing 
with foreign government officials the kind of allocations which Canada is 
entitled to in cases of short supply. But you will find that in almost every field; 
take textile supplies in England as an example, they are short, desperately 
short in relation to world demand. The oils and fats situation in the world is 
desperately short in relation to the overall world demand.' The same is true 
with regard to almost all the other items that have been mentioned in the 
course of previous discussions in this committee I assume. The Prices Board 
takes its part in dealing through allocation committees to present the Canadian 
case for an allocation which is adequate to Canadian needs. Other depart- 
ments of the government also take their part in these discussions, mainly the 
Departments of Agriculture and Trade and Commerce. Agreement is reached 
between all departments concerned, and these agreements have of course to be 
ratified by council. The officials make a recommendation in that respect, as to 
who is to represent Canada; and then when the deals are made they are brought 
to the attention of the government and either approved or disapproved as the 
case may be. And when these international allocations are decided upon then 
the operation of controls, mostly import controls, in regard to international 
allocations begin to function. We have to see to it and be able to demonstrate 
to contro] authorities of other countries that we do not over-buy our allocation 
in any particular instance. The second reason that we need import control is 
for our own interest; that is to ensure that we do not over-buy types of a 
particular commodity in which we have an allocation. Again using textiles as 
an example, we might get an overall yardage of fabric, or an overall poundage 
of yarns as the case may be, in either wool or cotton. We then in our own 
interest break that down into the particular types or grades that we need to 
get in order to maintain an appropriate balance. Now, in arriving at this break- 
down of the particular amount of yardage that we need in each group we have 
advisory committees from the trade. 


By Mr. Macdonnell.. 


Q. At that point am I correct in thinking that you are concerned with the 
total amount that comes in rather than in its allocation after it arrives?—A. No. 
The first. point we want to determine is that we get a fixed amount of yardage let 
us say of a particular fabric, or let us say a certain poundage in yarns. And now, 
in giving import permits to pick up that allocation we need to be sure that by 
and large we do not get too much of any one particular type; otherwise you 
might find the men’s clothing industry short while other types of users of the 
same kind of fabrics would have too much of a particular type. So we have to 
decide ourselves on a breakdown of the overall allocations that we may get in 
that field. 
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By Mr. Fleming: 


@. Mr. Gordon, in a word J take it that it is your view that these controls, 
again speaking of the wartime emergency controls, are related to one another and 
there must be close co-ordination in terms of administration?—A. That is 
correct, yes; not only with our own departments here but with the opposite 
numbers of those departments in foreign countries. 

Q. So your board, the Wartime Prices and Trade Board has definite interest 
in this particular type ‘of control of exports and imports?—A. Oh, very definitely. 
I mean not only in the export side, if I may return to that; the obvious reason 
is, of course, that so long as our price level is lower than the price level of 
foreign markets, particularly the United States, then if we did not have export 
controls our goods would be drained off to that foreign market at higher prices 
and we would be severely short here or alternatively our prices would have to 
rise substantially and we would have competitive bidding between two markets. 

@. Let me ask you if, having regard to that co-relation of policy as it is 
now in effect, you are satisfied with the present machinery, and if you feel that 
the present machinery is adequate for the purposes of bringing about a 
co-relation; and, is it working satisfactorily to that end? When I speak of 
machinery I am thinking of the whole group of control bodies, the Wartime 
Prices and Trade Board as well as the controls that are operating directly 
through government departments.—A. I would say that the system of co-relation 
in Canada excels almost that of any country of which I have knowledge, and all 
during the terrific strain of war it stood up and worked. Now, mind you, I am 
not going to attempt to say it is perfect. No matter what you may have there 
will be occasional slips. But by and large, I think the machinery worked 
extraordinarily well, and has done a job which will stand comparison with any 
country with which I am familiar. — 

@. Are you prepared to make any comment to this committee on places 
where you think that machinery could be improved now?—A. No. I might say 
in all honesty that I think the machinery as it now stands is quite adequate for 
the purpose to be served. 

Q. Now, are you satisfied with the way for instance export controls are 
working out in relation to the public supply?—A. Quite. 

@. Let me give you an example that has been cited in this committee more 
than once, and elsewhere; it is the matter of lumber.—A. Yes. 

Q. It is that so much of our lumber is going to the export market where the 
price is very attractive where at home there appears to be a definite shortage 
of supply?—A. Well, that question could be better answered by the timber 
controller who is under the Department of Reconstruction. But by and large 
I can say this, that the Prices Board definitely is interested in the supply of 
lumber in Canada and its allocation? 

@. And the price?—-A. And the price. The allocation of lumber to Canada 
is, to the best of my knowledge, adequate. 

Q. Would you say that again?—A. I say that the allocation of lumber— 


@. The allocation?—A. The overall allocation of lumber in Canada is to 4% 


the best of my knowledge adequate, and it is considerably greater than we ever 


used prewar. Where difficulty does arise however, and it is very difficult to q 


control and operate, is in this respect; you get occasional shortages of grades of 
lumber or dimensions of lumber; and that is a matter which is constantly under 


review by the timber controller. But I think Canada has been well served in a 


the continuous quantity of lumber that has been made available in relation to 
what is going export. 


Q. Well now, you used the expression that the allocation of lumber as 


adequate; and then you used the expression, occasional shortages—I think you 
said of special erades?—A. Of types, yes. 


Q. Of types, as it were; but you said definitely that the supply of lumber 


broadly speaking is adequate in Canada?—A. Yes. 
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Q. Would you enlarge on that?—A. I do not think I can. I say that there 


are specific shortages of types and dimensions from time to time. But the point 


is this, that the allocation of lumber for the domestic market is based on a 
Be teentige of production, and each person who exports lumber from Canada can 


only do so after he has earned a credit for the amount that he has put into the 


domestic market; so that the control situation is pretty good. But I say that 
lumber is probably one of the most difficult of controls to operate in the sense 
of getting everything that you want for your domestic market. And my point 
is that the amount of lumber, the footage of lumber which was made available 
to the Canadian market is in relation to the allocation system in my judgment 
adequate; but we are constantly struggling with shortages of one type and 
surpluses in other types and there are constant adjustments going on. That is 


_the type of shortage to which I presume you refer. 


Q. To be perfectly fair to Mr. Gordon, Mr. Chairman, I should tell him 
that my information is rather different from his about the adequacy of the 


_. supply, the overall supply of lumber; and ‘that is why I asked him for some 
further enlargement on the expression that the allocation of lumber in Canada 
- was adequate; because so far as I am concerned the information which has been 
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supplied to me and the information which he has apparently are not at one.— 
A. Perhaps I should just make this clear. I am talking about what has happened 
in the past. As the program develops it is quite possible you will get developing 


- shortages and those shortages would be adjusted from time to time as allocations 


are adjusted. But, as I say, I have been drawn into talking about a field which 


is not essentially my responsibility, and necessarily I have been speaking in a 


rather general way. The specific description of how these jams take place 


should rather come from the timber controller. 


Q@. I will not pursue it any further. The only reason I raised it was because 
I understood from your previous ‘answer that the Wartime Prices and Trade 
Board have a definite interest in a matter of these controls and I took it from 
that that you have your finger in the pie in relation to lumber exports.— 


' A. That is quite true because we are controlling lumber prices, or trying to; 


and naturally the supply of lumber has an important bearing on the whole 


structure of prices. It is in our experience that pricing adjustments have had 


to be made from time to time in order to encourage one grade of lumber rather 
than another or one type of supply rather than,another and in doing that we run 


into an assessment of what we need. That is why I stated that the overall 


supply: is sufficient, and out of our experience I would say that generally 
speaking the absolute footage of lumber that has been allocated to Canada 
should be enough if it were possible to get all of it in the particular types and 


dimensions that we need. 


By Mr. Jaencke: 


Q. When you speak of allocation to Canada does that mean that we are 
subject to international control?—-A. No, that is entirely our own allocation. 
I mean this, the total production of Canada is taken over by the timber 


controller and a decision reached as to the percentage amount of that produc- 


tion which should be reserved for the Canadian market before export permits 
are granted. 

Q. But no international body has anything to say about that?—A. That 
is entirely our own affair. 


By Mr. Irvine: 
Q. Have we need for the controls we have, for instance such as we now 
_ have in Canada?—A. If it were entirely free then it would depend entirely—I 
mean, it depends on which control you mean; do you mean export controls, 
price ‘controls? 


ve 
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Q. That is what I mean.—A. If you were to take off both price and export 
control then the Canadian prices would depend entirely upon how much the 
Canadian consumer was prepared to bid against the export market. 

Q. And the consumer here would have to pay a whole lot imoreee 
A. Substantially more. 


By Mr. Fraser: 


Q. Wartime housing and housing enterprises; are they restricted as to the 
prices they pay for lumber; does price come into the picture with them; if they 
want to buy lumber from a fre do they have to stick to the price?—A. Oh, 
yes, the price ceiling is applicable throughout. 

Q. Then it does affect them?—A. Yes, it does. 

Q. Yes. I asked you that question because | know that wartime housing 
wanted to buy 2 x 4 and they could not get the cheaper grades like hemlock 
or spruce and they said ‘We have to have 2 x 4 and we have to have them at 
once.” . The firm with whom they were dealing said ‘We haven’t got 2 x 4 but 
we can give you 2-x 4 by cutting 2 x 12 white pine—and that priced $126 a 
thousand.” Obviously, doing that takes white pine off the market. I think it 
is to that that much of our shortage is due, to it being held by wartime housing 
and housing enterprises.—A. Well, I would have to have specific complaints of 
the kind before I would be able to give evidence on a matter of that sort. 

The Cuarrman: Gentlemen, we agreed at the opening of the committee 
to-day that as Mr. Fleming needs to leave early he would have the floor first. 
Some of the members were not in when the committee opened. Will you 
proceed, Mr. Fleming? 


By Mr. Fleming: 


Q. I can assure my friends that I am nearly through. I do not want to. 


impose on the good nature of the committee. 


The CHatrMAN: I understand, Mr. Fleming, coming back to this question— 


of adequacy, that Mr. Gordon’s reply was adequacy inthe light of all the 
circumstances. 


. By Mr. Fleming: 


@. I do not intend to pursue the matter further, Mr. Chairman. I think 
I understand his answer. His information I think is not at one with the infor- 
mation I have; but then he has indicated it is matter rather of timber control 
than coming under his particular purview. I do not want to pursue the matter 
further. 


The CHAIRMAN: Yes, quite. 


By Mr. Fleming: 


@. I would like to ask you now though as to the relationship between 
controls of the type we are dealing with in this bill and the problem of ensuring 
for Canada an adequacy of international exchange, the experience of other 
countries particularly I take it the United States with whom we were going to 
buy and pay in cash?—-A. Well, with all deference, I do not know of anything 
in this bill which is directed in any way towards the question of exchange. I 
am in the hands of the committee. 

@. There were some questions to the Deputy Minister of Trade and 
Commerce on this point the other day and if I correctly state the gist of his 
remarks it was this; that this bill was specifically directed or aimed to cope 
with our exchange problems.—A. Yes? 

Q. But I think it is clear that it may have a very direct effect on exchange 
problems, it would be quite possible——A. No, it is not the intent nor would 
it be used— 
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Q. I did not say intent; but it could have a relationship and affect our 
exchange problem, because we have an exchange problem in this country.— 
A. There is nothing in the administrative controls which will be operated under 
this bill that would originate by reason of our exchange position. Here I am 
safe in saying that the administration would not be. motivated in any way by 
reason of our exchange position. 

Q. I quite accept that. That was the gist of the answer the Deputy 
Minister of Trade and Commerce gave, that these controls provided for by 
this bill could have a very direct relationship to that problem. 

Right Hon. Mr. Iusunry: What Mr. Gordon says is perfectly right, in the 
operation of this bill the administration will not be motivated by exchange: 
problems. Of course, it is obvious, if you had no export controls whatever you 
would have a greatly increased export to the United States and a greatly lessened 


- export to Great Britain. Therefore, your exchange position would be improved 


as against the reverse situation, but it is not the purpose of the bill to reduce 
our exchange in that way. 


Mr. Fieminea: I appreciate that. It has been the consistent answer we have 
had all along. It is not the purpose of the bill but I think the answer just given 
is clear, it has a relationship to the problem; it could have an influence on our 
exchange problem. 

The CHatrRMAN: How could it have an influence on our exchange problem 
if the issuance of export permits, is not motivated at all by the exchange 
situation. 

The Witness: Perhaps I could clarify that in your mind in this way, the 
various export and import controls under this bill will be directed only to 
securing an adequate supply for Canada— 


Mr. Fuemina: Supply of goods? 


The Witness: A supply of goods; on the export side we will retain in Canada 
what is needed for our own consumption. 

On the import side controls will be used to secure for Canada from foreign 
countries a sufficient supply of essential goods. Now, having aimed at what is 
necessary for Canada, that is the only possible effect it could have on our 
exchange position, the amount of dollars or other currency we heed to buy our 
imports or the amount of dollars or other currency we did not get by reason of 
restricting our exports. However, I repeat, that exchange considerations are not 
within the purpose of the bill because it is dealing entirely with the necessary 
supply of goods in Canada. 


By Mr. Fleming: 


Q. Then, this is my final question. I take it that, broadly speaking, costs 
are rising in Canada, the cost of producing goods, is not that a problem with 
which the Wartime Prices and Trade Board is faced at the present time in 
relation to scarcity?—A. Yes, I would say costs have been rising in Canada 
during the war years. I would hesitate to say they are continuing because I do 
not know. ; 

Q. Have you not experienced a rise in the cost of production since the wages 
controls were lifted in December, 1946?—-A. It is difficult to be precise about that. 
We have had to make price adjustments in various fields by reason of a 
demonstrated rise in costs, but those adjustments go back over a period of time; 
it is hard to define just when they start. 

Q. We have had people saying to us in the House, on the one hand, there 
should be a freezing of prices with no ceiling on salaries and wages, and we have 
had people, on the other hand, saying you could not maintain long a system of 
price control if there were no ceilings on costs of that kind. Would you care to 
make a general comment on that, particularly in the light of the situation we 
are going to face with reference to the objective we discussed at the commence- 
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ment of your statement?—A. I would put it this way, the system of price control 
now being operated in Canada is a system which has, as an early objective, 
complete decontrol. We are trying to adjust ourselves to the situation where we 
will be able to get out of price control. If we were starting price control or 
had in mind the continuing of long term price control, then I would agree it 
would be necessary to have control of wages and salaries. But, since we are 
not, since we have not that as our objective, then it seems to me we might as well 
get ourselves adjusted to our new costs as soon as possible. 

Q. That adjustment of new costs does mean, probably, an increase, does it, 
in the overall cost of living or cost of production?—-A. That will depend; 
it is not only a domestic matter, you see. We are influenced in our cost of 
living in Canada very materially by the cost of material supplied from foreign 
markets. If we find in the United States, which is one of our most important 
markets, that, in due course, there is a downward turn in their prices, as many 
people expect, then that will have a very definite influence on our costs in 
Canada. 

Q. I take it your board is keeping a close watch over prices in the United 
States?_A. We are trying our best, yes. 

@. What have you found in recent months as to the trend in the cost of 
living after that flurry which followed the removal of certain controls on con- 
sumable commodities?—A. I think I have a statement here from which I could 
just read a paragraph. 

In June, 1946, the last month of effective price control in the United 
States, wholesale prices in that country were 40 per cent over the pre-war 
averages, (1935 to 1939). In January, 1947, the latest month for which 
complete figures are available, the United States wholesale price index 


was 76 per cent over the pre-war level, and judging by the weekly figures — 


there has been no decline to date. In Canada, on the other hand, whole- 
sale prices which were 42 per cent above the pre-war average in June, 1946, 
were only 48 per cent over that average in January, 1947. The present 
differences between the two countries have widened considerably since 
decontrol in the United States. This is equally apparent if one compares 
the cost of living indexes. In June, 1946, the Canadian cost of living index 
was 124, that is 24 up per cent over pre-war and the United States index 
was 133. The latest figures show that the Canadian index is at 128 and 
the American at no less than 153. 


So that gives you, I think, a fairly good indication of the disparity which still 
exists in the price levels of the two countries and the rapidity with which that 
disparity widened after the United States decontrolled last year. 

Q. That, I take it, is subject to this qualrfication, that there has bean a 
contribution ‘through taxes in this country, at least from the public treasury, 
through subsidies towards holding down the cost of living to an extent which has 
not obtained in the United States?—A. Well, to an extent that does not obtain 
right now. 

Q. All right, put it that way, then.—A. I think in the United States price 
control system, their subsidy bill was as high as ours. 


Q. That is not the situation to-day; our cost of living is favoured by a ~ 


subsidy?—A. Yes, but our subsidy has been very rapidly reduced in the last 
siX or seven months. We have made quite a lot of adjustments in subsidies and 
that is part of the reason for our price rise in the last few months. 


By Mr. Isnor: 


Q. Have I these figures correct, when I say there is a’ difference between 
June, 1946, and January, 1947, in the United States of 40 to 76?—A. You are 
talking about the wholesale fioures? 
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Q. Yes?—A. In June, 1946, the wholesale figure in the United States was 
40 per cent over the pre-war average. In January, 1947, the figure was 76 
per cent. 

Q. Yes, a difference of 36 points?—A. Yes. In Canada it was 42 per cent in 
June, 1946, and in January, 1947, it was only 48 per cent, a difference of 6 points. 
Q. There was a difference in favour of Canada of 30 points?—A. Yes. 

@. The other figures, so far as control is concerned, are 124— —A, 124 in 
June 1946. 

Q. And 128?—A. 183 in the United States. 

Q. Let us deal with Canada first—A. All right. In Canada, it ene from 
124 to 128. In the United States it went from 133 to 153. 

Q. That is 20 points and, therefore, a difference because of control of 16 
points in our cost of living in Canada?—-A. Yes, I think that is so. 

Mr. Hazen: But taxes go into the cost of living. 


Mr. Isnor: Yes, but 1 was dealing only with the figures Mr. Gordon gave. 


By Mr. Jaenicke: 


Q. These comparable figures between Canada and the United States are 
they based on the same commodities?—A. Well, the method of arriving at them is 
the same although I could not say that every commodity going into it is 
exactly the same. By and large, the comparison is a proper one. 


By Mr. Macdonnell: 


@. Have you ever figured out how much our figure would be altered if 
the relevant subsidies were carried into all figures as part of the cost of living?— 
A. We have tried to do that. I would not care to hazard a figure because it is 
subject to so many qualifications it is misleading. 

Q. It would be substantial?—-A. I would not say it was substantial. If I 
might hazard a figure, it being clearly understood it is a debatable question 
between economists or other estimators, I do not think it would be more than 
of the order of 5 to 7 points. I am talking about the cost of living index 
figure. This figure would be substantially dependent upon the time at which 
these subsidies were removed. 

Q. Another question in this connection, I read a report of the cost of living 
figure put out by a labour organization the other day. I grant you I only gave 
it a cursory reading, but as I read the figures they varied substantially from 
the figures given by the Wartime Prices and Trade Board, being substantially 
higher.—A. Of the cost of living index? 

Q. Yes——A. I am not familiar with the figures to which you refer but, of 
course, the manner in which the cost of living index is computed has always been 
a subject for debate. All I can say is I believe, myself, the Dominion Bureau 
and their estimate of the cost of living is about as good a job as you would find 
any where. 

Q. In the American cost figures, are the subsidies carried in?—A. In the cost 
of living figures, they would be, yes, just as they are with us. 


By Mr. Fulton: 


Q. I thought you said our subsidy figures were left out of the cost of living 
index?—A. I do not know what you mean by “left out”. The figure the statis- — 
tician takes is the figure the goods cost the consumer. Now, that means, of 
course, that the subsidy has held that price down. 

Q. And it is the same in the United States?—-A. Wherever subsidies are 
applicable it would be the same. It is the consumer price which goes into the 
cost of living index. 
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By Mr. Fleming: 


Q. Could you have subsidies of the present nature without dontrobeok: I 
do not think so. It is quite impossible to have a subsidy system without export 
control because your subsidy system reduces the price of your goods. If we did 
not have export control, the goods would go into the foreign markets. You would 
have the effect of spending the Canadian taxpayer’s money to provide goods 
for foreign countries and I do not think that would be accepted. 

@. Apart from the international exchange of goods, are controls necessary 
to the functioning of any of our existing subsidies, that is, subsidies to the cost 
of living?—A. It is the other way, is it not? Is it not really that the existence 
of price control is the reason for the subsidy? 

@. It works both ways, I think, if I may say so?——A. If you remove price 
control, then there is no apparent reason for the government to pay a subsidy 
to reduce the price. 

Q. There might or might not be a reason?—A, It might arise as a matter 
of government policy, but here, in relation to the price control system the subsidy 
has been used as a weapon to keep prices under control during the war, and, in 
certain cases, up to now. 


By Mr. Fulton: 


Q. You said it would not be. a reason for the subsidies in Canada, not for 
export control. Have you not used the system of reclaiming the subsidy when 
the product was exported?—A. Now that is exactly the point. You need export 
control in order to recapture the subsidy when you allow any goods which have 
been manufactured under a subsidy provision to be exported. We have cases 
where goods have been subsidized and we allow a certain percentage to be 
exported in the interests of our own trade. Whenever that is done, we have a 
means whereby the subsidy content of those goods is recovered so the importer in 
the foreign country pays the full price. 

Q. I understood you to say, in effect, that was one of the reasons why you 
needed this export control permit system, but that is not, perhaps, what you 
meant?—-A. Yes, we need the export permit system in order to work out the 
machinery to recover the subsidy. 

@. Surely there are other ways it could be attempted? It is an accounting 
method?—A. If we did not have an export permit system, there would be no 
definite way established of ‘recovering the subsidy on the goods. Moreover, I 
should say, the export permit in these cases is granted as a condition of getting 
the subsidy back. 


By Mr. Breithaupt: 


Q. Is not this true, too, where a. subsidy is collected and an industry has a 
profit beyond the standard profit, the subsidy is returnable?—-A. Of course the 
trouble is that this whole picture is so complicated I find myself in danger of 
over-simplifying it. Where a subsidy is paid, generally speaking, the plan is to 
recover any excess profit which a particular industry may earn because we do 
not permit the industry, or we try not to permit it, to get government funds if 
it is able to earn in excess of standard profits. There are other types of subsidies 
where that does not apply, particularly in the import field. 


By Mr. Stewart: 


Q. I wonder if Mr. Gordon would answer this question; was the cost of 
subsidies to the Canadian taxpayers as great.as the increase in the cost of 
living would have been had there been no subsidy.—A. I would say the cost of 
subsidies would be substantially less than what it would have cost the Canadian 
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taxpayer in dollars in buying his goods without price control. However, again 
this is one of those questions which I must qualify, because without price control 
_—in other words, if we had a substantial degree of inflation—I cannot measure 

for you the extent to which wages and salaries would have caught up with the race 
against prices. All I can say is that experience has always shown that wages 
and salaries lag considerably behind the inflationary race with price. I cannot 
balance the thing for you, nor can anyone. I can only repeat we are completely 
satisfied the cost of subsidies has been very, very substantially less than what 
it would have cost the Canadian consumer, and I include in that term, “Canadian 
consumer”, the Canadian government because of its large purchases of war 
supplies. 

Q. In other words, the subsidies paid for themselves in savings to the 
Canadian consumer?—A. Oh, yes, ten times over. May I just take that back. 
I do not want that, “‘ten times over” to be taken too literally. It ‘has been a very 
substantial sum. 


By Mr. Isnor: 


Q@. Earlier in the meeting you stated, when referring to the import of textiles 
and other articles, you consulted advisory or local boards, I think, of the trade. 
Was that in regard to distribution or price?—-A. That was mostly in regard to 
distribution. 

Q. I am going to pursue the question of distribution a little farther. In the 
case of textiles, you keep track of certain types of woollen and cotton goods 
with a view to having an equal distribution of certain qualities of goods. What 
control have you in regard to export, if any, over goods which are first imported 
into Canada then manufactured for the export trade?—A. That takes place in 
consultation with the Department of Trade and Commerce. Wherever the export 
permit system applies, then the granting of the export permit is an administrative 
judgment of the officer charged with it. He works out the policy which may be 
necessary in that field. In other words, if you are still thinking of the textile 
field, there would be certain types of exports which would be prohibited in the 
sense a permit would not be granted if our own supply situation were inadequate. 
For other types, export would be permitted if our position seemed to justify it. 
3 Q. Have you any control in regard to the manufacture of certain types of 
goods after the yardage is imported into Canada?—A. Yes, we have had a 
substantial number of production directives, as we called them, during the war. 
Generally speaking, almost all of those production directives were abolished in 
December, 1946, apart from a few which it will be necessary to carry on for a few 
months more. I am reminded that certain goods, consisting largely of cotton 
yarns going into underwear and certain types of yarn going into hosiery are still 
controlled. During the war, we had an elaborate system of what we called 
“production directives” by means of which we told the manufacturers in the 
textile field the minimum amount of production which they must supply out of the 
raw materials which we were procuring for them in foreign markets. 


By Mr. Stewart: 
Q. Are you still procuring the raw materials for them? 
The Cuatrman: Mr. Isnor has the floor. © 


By Mr. Isnor: 


Q. I am asking this question because statements have been made that 
importers are bringing into the country higher grades of underwear, hosiery 
and so on and using their entire manufacturing production for higher priced goods 
so as to increase their profits instead of dealing with the medium priced goods? 
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—A. That situation has developed now, yes, because most of these controls have 
been abolished to the extent importers can buy higher priced goods, if you will, in 
the United States. There is nothing to stop them. They can get a price fixed 
on them by the prices board which is appropriate in relation to their cost. During 
the war, however, we were getting specific allocations of goods in desperately 
short supply. Our control extended through to the production of those items, but 
that has pretty much gone by the board, now. 

Q. The increased price of materials brought into Canada from the United 
States for manufacture here would naturally be reflected in the cost of living? 
—A. That is so, yes. 


By Mr. Stewart: 


Q. I have a question which I believe is of some urgency to the male popula- 
tion of Canada. It deals with the question of shirts. I should like to know if 
Mr. Gordon can tell us if the same yardage of shirting is being produced in 
Canada as was produced during the peak years of the war?—A. Shirt production 
is about the only textile production of which I know where we are not fully 
~up to the pre-war standard yet, although we are not far short of it. 

Q. Is there a reason for it?—A. The reason has been the inability to obtain 
the raw material, namely, the shirting which comes mainly from the United 
Kingdom. ‘The textile situation in the United Kingdom has been very tight. 
We have, in the course of our discussions with the United Kingdom, pressed our 
needs upon them, but the difficulty of sharing shortages is rather acute. We 
cannot get all we want because it is not there. 

-Q. Would it be the case that cotton manufacturers might have found it more 
profitable to manufacture things other than shirting?—-A. They could have done. 
_ Let me put it this way, shirt manufacturing in this country is taking place to the 
full extent we are able to obtain raw material. The shortage is due entirely to 
our inability to obtain the raw material. 


By Mr. Michaud: 


Q. What percentage is exported?—A. Very little, 1, 2, or 3 per cent. Even 
then, it is only with the idea of maintaining our traditional markets. 

Right Hon. Mr. Instry: I should like to ask a question concerning subsidies. 
You indicated subsidies were paid in the sense that had subsidies not been paid 
the price rise would have been considerably greater than the subsidies. Now, 
my question will be rather lengthy. Of course, I went through all that matter in 
connection with the formulation of the policy for paying subsidies. Subsidies 
were paid at a time when, if subsidies had not been paid, the probability and 
perhaps even the certainty was that a spiral would develop, and they were put in 
at a time to stop the development of that spiral. Had that spiral of rising: prices 
followed by rising wages, followed by rising prices and so on, developed, prices 
might have gone to very high levels. The payment of subsidies was at that time, 
I think, advisable. The increase in prices would have been very much greater 
than the subsidies, but is that necessarily the case today? It is this question I 


should like to ask you; would the continuation of a subsidy paying policy today 


necessarily mean, or would it likely mean, the price rise saved by the payment of 
a subsidy would be greater than the payment of a subsidy? 

The Witness: Please do not blame me for being cautious when Mr. Ilsley 
asks me a question. I think you will agree, Mr. Isley, in answering that question 
you have to consider two conditions. The first condition was a condition of war, 


when the demands of war were so extreme they seemed to be insatiable. Our 


shortages in our domestic market were developing so rapidly, unless we had taken 


| 
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control of the situation, as you say, prices might have gone to fantastic heights. 
The payment of subsidies at that point permitted me to break off that spiral, to 
break it off clean. 
Then, following through the other procedure in connection with supply 
conditions, we were able to maintain a sufficient civilian supply despite the 
| needs of the war effort. Now, the question of the payment of subsidies today is 
really a matter of timing. If ‘there are certain conditions where the payment of 
a subsidy would result in holding your price down for the period of highly 
fluctuating prices in foreign markets the payment of a subsidy under such 
conditions might be justified if the condition is only temporary. But I cannot 
tell you whether the cost saved the consumer would offset the taxation cost 
in that respect or not. It would all depend upon the period of time within which 
you tried to do it. Your domestic price for a given article could be held over 
the period of say the next six months regardless of foreign market prices 
if you wanted to spend enough subsidy. But as I understand it the question is, 
would it be to the benefit of the consumer. 


Right Hon. Mr. Iusutey: Would the taxpayers lose aS ile as the consumer 
gains under present conditions by payment of subsidies? I think they would, 
myself. That is my opinion. I think you reach a point in this process where 
payment of subsidies is no longer justifiable in this sense, that the payment 

. gradually balances. I think you reach a place where the payment of subsidies 
merely keeps prices down to the extent that subsidies are paid, whereas at an 
eariler period, a period of widespread shortages, as a result of the payment 
the shortages stop and there is no spiral, with the result that the saving to the 
consumer of goods is vastly Buel by the payment of subsidies than is the 
cost for the taxpayers. 


By Mr. Macdonnell: 

Q. But you say that up to a certain point the payment of subsidies prevents 
a spiral? 

Right Hon. Mr. Iusuey: Yes. 

Mr. Macponneuu: And that would be before price control? 
q Right Hon. Mr. Iusuey: No. , 
Mr. MAcponNELL: How can you be sure that it was the payment of subsidies 
and not price control that prevented the spiral? 
: The Witness: I would say the price control could not have been made 
effective in this particular instance without subsidies. 


q By Mr. Macdonnell: 
j Q. I am not trying to confuse the two things, subsidy’ and control, but I 
- think you said that it was the subsidy alone that prevented the spiral; may it 


not have been as much due to controls? 


B 
x 
‘ The Witness: That is quite true, but by the same token, price control would 
~ not have been effective, it could never have been managed if we had not had 

subsidies to support it. 
i Mr. JAcKMAN: There would have been no production. 


The Witness: We could not have got some types of production. On your 

point, Mr. Isley, I think it is clear what you have in mind; that is, in point of 
time you come to a place where your prices continue to rise and costs keep rising; 
Ina continually rising spiral. What happens today is that you pay a subsidy 
‘to reduce the cost to the consumer but that only means that you are giving him 
his goods at a price which is less than he would otherwise have to pay, but you 
are not cutting off the Ans in vote sense, that you could not make the goods 
84795—2 
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cheaper. In the end the taxpayer would be in about the same position, it 
would just about work out to the same sort of thing as the actual dollars 
saved in the buying of goods. 

Mr. Marquis: In order to maintain production you have to subsidize price, 
you are almost obliged to pay a subsidy in most of these fields. 


The Witness: That is right. And the situation which I am trying to describe 
here applies only while prices or the cost of goods seems to have become stabilized. 
The need for subsidy applies particularly to foreign markets where prices are 
disorderly and fluctuating, and it seems the part of wisdom to continue the 
subsidy period temporarily rather than adjusting ourselves at what might be 
_ completely false levels. We have had cases of goods in the United States where 
the price comparison would be almost silly. There have been cases where they 
have been ten times higher than ours and then come back. Now, it seems to me 
wise in those circumstances to maintain enough of the subsidy system to enable 
you to hold your final adjustment until these costs in your foreign markets become 
stabilized. 


By Mr. Stewart: 


Q. Would Mr. Gordon relate his remarks let us say most particularly to 
the matter of subsidy on milk?—A. Yes. I think that is a fair question and a 


very good example. It also demonstrates the different types of technique in ° 


the use of the subsidy. Now, the reason for the milk subsidy in the first instance 
was that the cost of living generally was rising at a very rapid rate and shortly 
after the Prices Board came into existence I went to the minister and said 
something like this: ‘““Now, the development of the mechanics of price control 
I do not need to remind is a very difficult and a very intricate operation; we 
need some breathing spell here; we need some way of stopping the cost of living 
from rising”, because at that time the cost of living was tied in directly with 
adjustment in wages—with .each point of rise in the cost of living index wages 
automatically went up. You had such an automatic inflationary device that I 
could do nothing about; things were happening too fast. So I said, now we 
have got to take certain basic commodities in the general cost of living of the 
average householder and either stabilize them or roll the prices back to a level 
which will ensure that I can have a few months at least to stabilize the cost of 


living. Hence our milk price was reduced two cents a quart, below ‘the then — 


existing level for the purpose of lowering the cost of living to the average house- 
holder. As I say, that gave us an opportunity to get our mechanical organization 
built up so we could handle the inflationary situation. As time went on there 
came a day when we said to ourselves, this device has served our purposes, we 
have reached a reasonable stability in our cost of living in relation to other 
products; adjustments which are necessary from now on are adjustments which 
we will have to recognize as inevitable. So we decided that the sensible thing 
to do was to start with more or less artificial consumer price on milk which had 
been produced. by these subsidies. The subsidy really gave the consumer, 
deliberately, his milk cheaper than he was entitled to get it in relation to the 
farmer’s price. That is what I mean by adapting ourselves to the concrete 
effects of cost, the situation as we got into the period of decontrol. If the 
government were to say to me today, we want you to take this cost of living 
in hand and stabilize it and reduce it, one of the first things I would do, I 
would say all right then, I have got to have some time in which to get this 
thing worked out; we would have to take certain things and reduce the prices 
on them arbitrarily in order to get some time. As to whether or not that made 
an ultimate saving to the Canadian consumer is a matter of argument depending 
almost entirely on the point raised by Mr. Ilsley. You may reach a point where 
you have to pay larger subsidy in specific instances than might perhaps appear 
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to be justified. It will not just more or less balance out with the taxpayer’s 
cost. I put it this way, when you have a situation where your price structure is 


disorderly, where it threatens to rise and threatens a continuing rise there may 


be justification, and there may be a substantial saving to the consumer through 
the payment of a subsidy in connection with that particular item; but each item 
would have to be looked into on its own merits in relation to the possible trend 
of prices in the ABU 


By Mr. Fulton: 


Q. Is it too great a simplification to say that so long as you maintain a rigid 
price ceiling you have to have subsidies in order to keep production going? I 
mean, supposing you were to adopt a policy now that no prices would be allowed 
to rise, I do not think you would say that we should make sure that the cost 
of living does not rise, and [ think even you would admit it does rise; all right, 
how are you going to impose rigid price ceilings; is that not because you have to 
have a price ceiling and you have to pay subsidies in order to maintain production 
of the goods you need?—-A. If you are going to have an absolutely rigid price 
ceiling I would think you would need to have a form of subsidy to deal with 


_ specific difficulties in regard to production. 


Mr. Marquis: And a great deal depends on continuity of production. 

The Wirness: That is right. It depends on the particular field with which 
you are dealing and the cost in those fields. 

Mr. Fuuron: Yes. The other thought I had in mind is that a subsidy is a 
necessary concomitant of a rigid prices ceiling; or, if you like to take the other 
view of it, if you want to maintain a price ceiling then the necessity for subsidies 
comes in. 

The Witness: Of course, that is what has been demonstrated, where we 
take the subsidy out of the picture is where we leave the rigid price ceiling 


and get into flexible price ceilings, adjusting ourselves to the realities of post-war 


conditions. That has been exactly the picture that has been displayed while 


- we were trying to maintain a more or less rigid price ceiling, as was demon- 
strated by the fact that for the major part of the war years we had only a three 


or four point rise. When we were trying to hold it with that degree of rigidity 
we made use of subsidies in an endeavour to deal with specific cases. I want 
to make it clear that it was used for specific cases, it was not the use of subsidies 
to subsidize everything. It was used to deal with production problems in 
particular cases. When the end of the war came and the signal was that in 
due course we would have to start in to adjust ourselves in such a way that 
we could get rid of controls then we began a flexible type of adjustment, and 
as we did that we began to remove the subsidies that were in the picture. 

Mr. Stewart: I wonder if Mr. Gordon could indicate to us the cost of 
living trend for the balance of this year? 

The Witness: Hum-um. I am not a prophet. 

Mr. JAcKMAN: What about the stock market? 

The Wirness: I am not a prophet in that respect. 


By Mr. Macdonnell: 


Q. There is a question I would like to ask Mr. Gordon. I need not say that 
I weleomed what he said as to the possibility of getting back a measure of 
freedom as rapidly as possible. It seems to me when he was talking about 
the import picture, more particularly about regulating Canadian imports, he 
referred to the matter of allocations. If I understood what he was saying it 
was that we were restricted to our proper relative amount. I think he was 
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dealing particularly with textiles, but it referred to other things which come 
into this country. What I want to ask him is this: First of all, is it true that 
as time has gone on the department has dealt not only quantitatively but — 
qualitatively with these imports; and have we now got to the stage when 
really the department is supervising the conduct of business; and is that not 
a tendency which tends to perpetuate itself? How far can we go with that? 
If | thought we could do that wisely in the future then I think I would be a 
socialist. The reason I am not a socialist is that I do not think there is that 
overall wisdom; and I think that instead of having one planning organization 
we have to have a lot of them. I am not trying to make a speech, I wanted 
to ask Mr. Gordon that question—A. I am glad you raised that question. I 
should make it perfectly clear that every import supervision which the Prices 
Board or any other authority exercises stems completely from the conditions 
in the foreign market. In other words, the only reason why we would supervise 
or attempt to exercise judgment in the matter of imports of wool yarns or 
cotton textiles, keeping in mind the subject under discussion, 1s because in 
the first instance this country could not get any wool yarns or any wool fabrics 
unless we accepted the allocation set up by the United Kingdom authorities. 


Q. But, Mr. Gordon, are you absolutely satisfied about that; because as 
you possibly know there is a very direct contrary view. I am told that that 
is not so, and that while the administration has taken that position there is no 
reason to believe. that the individual Canadian could not buy in England if he 
were allowed to do so. I must confess that it is a situation which I find it hard 
to understand. You said that the individual importer could buy in England, but 
when you say that you must understand that he can only buy within the terms 
of our allocation. 


@. Well?—A. And if we allowed individuals to exercise their ‘adeient 
as to the amount they would buy we might heavily over-buy in one type of 
article and go short in another. 


Q@. Well, but that surely is hardly consistent with what you said a moment 
ago. That is entirely the condition in the foreign country, the country from 
which we import, and not conditions at home. Are you not interfering with the 
orderly conduct of business at home? I am trying to find out whether you are 
right or wrong in doing that—A. Well, let us trace this thing from the beginning. 


Q. I am merely trying to get at the facts—A. Let us look at this thing 
from the beginning. Certainly it is only facts with which I am dealing. Now, 
the essential fact is the Board of Trade in England decides, on the specific 
allocation let us say of woollen yarns, wool fabrics for Canada. That is arrived 
at after consultation with all the countries affected by England’s export trade. 
And the Board of Trade-after the discussions to which I have referred decides 
that Canada is entitled to so much yardage, do you see. 


By Mr. Jackman: 


Q. Is there not a flood of raw wool on the market today?—A. Raw wool, 
yes. There is plenty of raw wool, but that type of wool at times is very dirty 
and needs a lot of working over before it can be used. When you are talking 
about the overall supply you are getting into a big field. - There is a lot of raw 
wool in the world, yes; but that includes a lot of dirty wool which needs a great 
deal of processing, working over before it can be used, and that creates a bottle- 
neck in your overall supply picture. 

Q. There is a physical shortage, not a governmental shortage?—A. Oh, 
definitely. And I am dealing with the facts, that we start from the point that 4 
the United Kingdom has decided that Canada can get only so much? Thatis 
the decision of the United Kingdom, you cannot get it. ; 
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Q. The decision of the United Kingdom may have an affect on our relations 
with them if we do not agree that they are dealing fairly with world supply.— 
A. That has all been taken up with them. I mean I am starting at the point 
where all the debate along the line to which you refer has taken place. Canada 
has made its representations to the United Kingdom and agreement has been 
reached that we are getting a fair amount having in mind the overall shortage. 
We are not getting all we want but we are getting as much as we can reasonably 
expect to get in terms of this overall shortage. 


Q. But I was speaking about this. 


The CuatrrMAN: Mr. Macdionnell had begun to develop one cathe narrow 
point and I think he should have the opportunity of completing it. 


The Witness: [ am dealing with what has taken place. We Kae this 
allocation. For example let us take wool fabrics, wool tops. Within that alloca- 
tion there are two types or varieties or grades; fibres or tops as the case may 
be depending on quality, then there are the coarse yarns and so forth. Now 
then, in order for us to get the balance of our supply into this country it is 
necessary thatiwe tell the British that it takes so much of this kind of fabric, 
so much of this, so much of that and so much of that; and then the export 
permit system of the United Kingdom is worked out in collaboration with our 
import permit system. Our importers are then told that there is so much avail- 
able in tops, coarse yarns, certain types of fabric, as the case may be; that they 
may go out and buy it, and they can make their own deals with the British 
exporters and if they stay within the allocation it is automatically approved by 
the Board of Trade in the United Kingdom and it will be automatically approved 
if on reference to the Canadian import control it is found that we are not over- 
drawn on that particular allocation. You see, if we did not do that it would 
be a case of first-come first-served, and you might find a situation where some 
buyer in Canada would have bought a tremendous quantity of a particular 
stock and that would have exhausted our over-all allocation and there would 
be nothing left for us in other fields; so, with the assistance of trading committees, 
we sit down with the trade in Canada itself, we tell them what the facts are; and 


we agree with them with their advice, having in mind what shortages exist 


that such and such firms may get such and such types, and such other firms 
may get such and such other types, and so forth. That has worked out very 
well. There really has been no complaint in that respect. 
By Mr. Irvine: 
Q. As I understand Mr. Gordon, while no country would be permitted to 


~ buy the entire stock of a commodity such as textiles, there is nothing to prevent 


a Canadian importer from buying all that has been allocated to Canada; he 
could get the whole thing for himself?—-A. He could not go very far because 
we have established with the textile trade, the different users of it, subsidiary 
allocations within, the total allocation which went to Canada as her fair share. 
At the same time I should say that this is not a continuing thing. It would 
only be continued in those fields where the shortage situation is still acute. The 
allocation which applies to certain types of wool now, for instances, is in effect 
only for a period of four months. Whether or not that will be renewed, I do not 
know. It may very well come to an end within the next four months. We may 
then be through with “country allocations” so-called. What might happen at 
the end of the next four months, I do not know. 


By Mr. Macdonnell: 
Q. Are you in a position to get their disposition in that respect? Do you 


2 ; think they have a continuing desire to deal with the matter in a governmental 


fashion or are they looking forward to a greater. freedom of trade?—A..My 
impression definitely is that the British are as anxious as we are to get out of 


- these country allocations and dissolve them as rapidly as possible. 
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Q. I understand that at the present time there is nothing to prevent the 
importation of cotton fabric, is that correct?—A. That is by and large correct. 
Which country have you in mind? 

Q. I am thinking of Britain particularly——A. That is correct in the U.K. 

Q. What is the difference -between cotton and. wool; is it a matter of 
quantity, or is there some difference in the trade?—A. The real trouble with the 
cotton situation so far as the U.K. is concerned, is that our cotton imports are 
now relatively limited. They have no country allocations. The situation there 
is merely a matter of supply. There is only so much cotton available for 
export, and every country in the world, like ourselves, can take as much as it 
can get. We have no obligations with regard to any allocations. As a matter 
of fact during the war we turned in large measure to the United States for our 
cotton needs, and we had very definite allocations then. They are all cancelled 
now and it is a free for all. 


By Mr. Jackman: 


Q. Do we import practically all wool tops from Great Britain?—A. Yes. 
although we have been trying to get supplies from other countries in view of the 
shortages; but the large majority, in fact I suppose practically all of it came 
from U.K., apart from what we produce domestically... 


Q. I remember seeing the figures recently of the total consumption of wool 
in the United States, it was only a very small percentage being used, or being ~ 
taken from their domestic clip. I suppose they were getting it elsewhere in the 
world. I was wondering what would happen to the rest of their clip. 


The CuHatrMan: A little louder, please, Mr. Jackman, so the committee can 
hear you. 


@. I was wondering ioe happened to the rest of their clip, whether it is 
being used by their manufacturers, and if their manufacturers are not using 
all of it whether any of it would be available to us at a price, or whether there 
was an allocation which applied—_A. It would be available to us at a price; if 
there is anything available; I am not sure that there is. I have not heard of any- 
thing in the way of imports of wool from the United States. I would suspect, 
although I do not know, I would suspect their prices might be higher than those 
in the U.K.. 


(). I suppose probably it would be higher but would there be anything to stop 
people from getting the material over there?—-A. There is nothing to stop them 
that I know of if they could get their hands on it. 


Q. So that an importer may make his own contact with any other country 
excepting Great Britain and make the import himself? I suppose he cannot do 
that in the SU Kingdom?—-A. That is the situation so long as allocations 
continue. 


The CuairnmMAn: Mr. Michaud has the floor. 


By Mr. Michaud: 


Q. I wanted to ask a question a moment ago when you were dealing with 
lumber, but the discussion drifted to something else. One of the criticisms we 
have heard is this, that if those were remoy ed production would be greater. I 
wonder if Mr. Gordon could tell us how the present production of lumber com- 
pares with the pre-war days in Canada?—A: I haven’t got the figures available 
but I imagine it is substantially greater. 


Q. And how does export compare with pre-war days?—A. That also is 
substantially greater now, I believe. 
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The CHAIRMAN: I would suggest before Mr. Gordon answers with respect to 
lumber and lumber products that 1f you want detailed information we should ask 
the timber controller to come here and give it to us. 


All right, Mr. Fraser. 


By Mr. Fraser: 


Q. I want to ask Mr. Gordon this; was the allotment of textiles to the 
United States from Britain the same as it was to Canada, or were they allotted 
more than we were here? The reason I ask that question is because in the States 
there seems to be no difficulty in buying a man’s suit. They seem to be able to 
get more British yardage in regard to men’s suitings than we do here in Canada, 
and I just wondered if they were allotted more than we are?—A. I cannot answer 
with regard to the United States as to what the allocation from Britain is; but I 
would say this in a general. way, that I am perfectly satisfied that on a per 
capita basis I would imagine that Canada is getting considerably more. 

Q. Does that apply to all lines of British goods?—A. Yes. I think I am quite 
safe in saying that. | 


By Mr. Isnor: 


Q. I want to ask you a question concerning the importation of manufactured 
cotton goods; with the increased price charged in the United States it would be 
necessary for a manufacturer say in Halifax to have assistance from the Wartime 
Prices and Trade Board, would it not?—-A. We have a general order which covers 
that. In other words, generally speaking, there is an order which says they can 
sell in Canada at the laid down cost plus the stipulated markup, the profit margin 
markup which is mentioned in the order. It is automatic. 


Q. It would be reasonable to suppose that a Canadian manufacturer could 
go to the United States as an individual and import cotton and sell at a price 
which would be effective in Canada by your order?—A. Are you referring to a 
Canadian manufacturer or are you referring to a Canadian importer who imports 
for resale in Canada? 

Q. To both. / 


The CuarrMan: Order, gentlemen. It is difficult for the witness to hear 


Mr. Isnor while there is conversation going on amongst members of the 


committee. 


By Mr. Isnor: 
Thank you, Mr. Chairman. It is difficult for us to hear down here too. 


Q. My question to you was, does it apply both to the importer and the manu- 
facturer who imports yardage goods? He applies to Wartime Prices and Trade 
Board and gets a selling price. Would not the price at which he would have to 
sell be considerably higher than the prices regularly paid for such an article?— 
A. There are two different situations. The manufacturer who imports yardage 
goods and manufactures them into finished articles. He will be selling under 
the Canadian price ceiling and he may receive a subsidy on it. 


Q. I was not talking about his being paid a subsidy.—A. He will receive a 


subsidy on the yardage if it is priced to sell under the price ceiling in Canada. 
The other case is the case of the importer who buys in the United States for 
resale in Canada. In his case he has to sell them in Canada at the laid-down 
cost plus the mark-up. | 

Q. I am not talking about the importer of the finished article, I am talking 
about the manufacturer who brings the yardage in and makes it up in Canada— 


A. Quite. 
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Q. In that case he receives a subsidy and his price is as a matter of fact much — 
higher—A. In that case he receives a subsidy. And, again, if the finished 
garment which he manufactures is sold under the price ceiling then he can 
collect the subsidy if his material cost has risen to a point where he could not 
produce those goods under the price ceiling. 


@. Then I wanted to ask one more question; in the case of an article 
manufactured in the United States—and again I am speaking of a definite 
case—The manufacturers in Canada formerly brought in a yardage of certain 
materials, say gabardine for coats. Their laid down cost was $12.50. Selling 
to'the retail trade that coat would sell at $18.50. Now, the manufacturers are 
unable to buy the yardage. They bring in the manufactured coat. They 
applied to the Wartime Prices and Trade Board for a selling price and you gave 
them a selling price of $14.50 which means, to the consumer, with a similar 
percentage of mark up, something like $20. 50. Is there any control over a 
situation such as that?—A. No, the finished article can arrive in Canada on the 
basis of its laid down cost, as I said, and a profit margin added to that. If 
the article is going to be manufactured in Canada and if there is a price ceiling 
on it, then we will subsidize that to keep it under the price ceiling. 

Q. The difficulty is getting the yardage of goods, so they bring in the manu- 
factured articles?—-A. Yes. | 

@. Therefore it costs the consumer $2 or $3 more?—A. Yes, that has - 
developed in recent times. It did not happen when we had a rigid price ceiling, 
but it is one of the transitional developments. 


Q. It is actually happening?—A. Yes, not only in the textile field, but in 
other. fields as well. 


The CHatrMAN: I am trying to see that everyone has an opportunity to > a8k 
questions. Is there anyone else who wishes to ask a question on this side? 


By Mr. Hazen: 


(. I should like to ask if there are any producers or manufacturers in this 
country today who are obliged to sell below cost in Canada by reason of the 
controls which are imposed?—-A. No, I do not think I can answer that. There 
may be a specific instance where he alleges part of his production to be below 
cost, but every time we have had claims of that kind we found the overall 
profit situation was quite adequate to enable him to carry on that line. I also 
found this, an analysis of cost practices is one of the most frustrating things I 
have ever attempted. 

@. Are producers and manufacturers allowed to make a fair margin of 
profit under the controls which exist to-day?—A. If you are talking in terms 
of their overall profit, yes. 


Q. On what they sell in Canada?—A. We do not. split it, we take their 
overall profit situation, whether it is domestic or export. 


By Mr. Jackman: 


Q. If the export price of an article is 25 per cent bees than the domestic 
price and the manufacturer is just breaking even, it must be obvious that the 
profit on the domestic business is nil?—A. That may be so, but we found the 
prices— 

Q. It must be so; if the profit is merely normal on the total volume of 
business, the selling price of the exported commodity is 25 per cent higher than 
the domestic price and the export market, we will say, is taking 15 or 20 per 
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cent or even more of the total supply, it must be a fact that many manufacturers 
are gaining a profit from the export market which is, in effect, subsidizing the 
domestic market?—-A. That could be the case. I do not know in how many 
instances it is the case. 

The Cuarrman: I am sorry to have to interrupt you, but Mr. Hazen has 
the floor. 


By Mr. Hazen: 


Q. I was going to ask Mr. Gordon how his board determines what a fair 
margin of profit is?—A. We deal in terms of the overall financial position of a 
particular industry or manufacturer. We have not attempted, except in very 
isolated cases, to try to price individual articles in order to ensure a given 


_ margin of profit. We have dealt with the overall profit position of the company. 


Q. Take the case of the producers of turkeys.in my own province. You 
fixed the price of turkeys for Christmas last year and it resulted in a black 
market. The producer would not sell his turkeys at the price you fixed. The 
people had to have turkeys, they wanted them. The people who bought turkeys 


had to pay a higher price and then this black market developed. The same 


thing occurred last summer. Do not the black markets occur all over the 
country as the result of the prices you fix?—A. Well, I think we are getting 
into a discussion of price control rather than of export and import control. 
However, I do not mind doing so if you want to discuss price control. I will 
agree at once in any system of price control there is tendency to develop black 
markets. That is obvious. The word comes from there. Nobody ever heard 
of black markets before price control. The only thing I can say about it is, in 
the enforcement of price control the administrative agency must use its best 


efforts to stamp out black markets. It is perfectly obvious, if you have a fixed 


price, and there develops a shortage of supply, there will always be some people 


- who will be willing to pay higher prices in which case the producer thinks he 


ought to have a higher price, and so it goes on merrily. : 

Q. I met a chap who said they put this control on turkeys to help the 
ordinary man get a turkey, but it did not work out that way?—A. I think that 
is a matter of opinion. In each one of these cases—we get them every day, of 


course, with the most exaggerated stories as to what happened. I think, in 


fairness, the only way in which we could deal with a matter of that kind is to 
have the specific instance and then I will analyse it for you and tell you what 
actually did happen. 


The CuHatrRMAN: Gentlemen, are there any further questions on export- 
import control? 


Mr. Hazen: May I ask one more question? I do not know whether 
Mr. Gordon can answer this, but perhaps Mr. Mackenzie might some time later. 
In the statement of the regulations, this book you gave us the other day, it is 
required that one obtain a permit to export clams, but apparently a permit is 
not necessary to export oysters. Why is it necessary to obtain a permit for 
exporting clams and not oysters? Why does one have to obtain a permit to 


_ export Atlantic salmon? I should like answers to these questions some time. 


The CuHarRMAN: Who is next? 


By Mr. Stewart: 
Q. I should like to ask a question which has nothing to do with export 


or import controls— ' 


The CHatRMAn: Do you think you could reserve it? 
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By Mr. Stewart: 


Q. But it is a very important question because there have been statements 
made which impugn the honesty of Canadian citizens. How extensive is the 
black market in Canada?—A. I do not mind answering that. I think in compar- 
ison with black markets of other countries it is very limited. As a matter of 
fact, the black markets have not been a major headache. 


By Mr. Jackman: 


Q. But you do not know about all the black markets?—A. I am not a 
superman, but I will put it this way; with very few exceptions we have not 
found what might be called organized black markets in Canada. There are 
individual situations, mostly, and they have not been chronic viewed in the 
light of the tremendous job that has to be done. I would agree at once that 
Canadian people are basically honest. 


The CHarrMan: Shall we go around the table once for final questions? 


XN 


By Mr. Jackman: 


Q. I should like to return to this matter on which we spent some time, the 
subsidies and their effect on the cost of living and whether it is cheaper to 
subsidize an article at a certain point in its production, or to let the price rise to 
take care of the increased cost. It is fairly easy for me to understand why the 
use of subsidies was a money-saving device during the war when the cost of 
living index was hitched to the wage scale, but when that was finished I do not 
see as readily as I did before why subsidies result in a saving to the Canadian 
people. If I were convinced of that I think it might help me to become persuaded 
that subsidies would be a good thing for all time. I wonder if Mr. Gordon would 
elaborate on that slightly. All I can see at the moment is if you give a subsidy 
lower down, it might be that the profits on the turnover from one industry to 
another, the mark ups, are saved?—-A. With price increases at basic levels there 
is a pyramiding effect as it goes through the hands of your distributing trade. 
I do not want to leave the impression on the committee I am in any way advo- 
cating subsidies as a continuing policy. The subsidies to which I have referred 
have to do only with the general idea of trying to prevent the cost of living from 
rising under conditions where prices would rise very rapidly. That was the case 
during the war. I do not, for a moment, advocate subsidies-except as a very 
special emergency measure. 


Q. Dealing with specific prices in this period, can you mention a particular 
subsidy at the present time which is still being paid by the government where 
there is any benefit, in your opinion, to the Canadian citizens?—A. Yes, I will 
give you a very good example in the field of cotton. Briefly, the history of that 
was, when we established price control we fixed all the prices right back from 
the retail level on cotton garments. In order to ensure that these prices could 
be maintained, we told the cotton producers, the primary cotton producers who 
manufacture from the raw cotton, that we would provide them with cotton at 
113 cents or 114 cents. We said to them, ‘Now, we will undertake to provide 
you with raw cotton at 114 cents regardless of what the world price may be.” — 
In due course, the world price rose substantially, particularly after the war — 
ended. It went up during the war from the subsidy level but not much higher 
than, I think, 20 cents a pound. 


We took a look at the world cotton situation after the end of the war to see — 


whether the price had permanently reached a high level. Perhaps the word — 
“permanently” is hardly the right word to use, but to see whether it had reached — 
a level at which it was likely to remain for a considerable time. At that time, — 
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cotton prices were 22 cents a pound and we changed our subsidy from 114 to 
about 15%, believing we were getting near the world level we could expect in due 
course. We believed the price would fall and we could take price control off 
and remove the subsidy. At that time, price control was still in effect in the 
United States, but we were wrong there. When price control in the United 
States blew up, cotton prices went very high and reached a top figure, I think, 
in the neighbourhood of 40 cents a pound. Since then it may have been higher 
than 40, but I am taking 40 as a fair estimate. Since that time cotton prices 
have fluctuated all over; the price has been down to 30, back to 40 and so forth, 
all over the place. 


In the interests of orderly decanaeel we intend to hold that cotton subsidy at 


a level where, in a reasonable period, we can expect the world price to settle. 


So we advanced our subsidy to about 24 cents a pound which is just about parity 
level for the cotton price under the United States agricultural floor price policy. 
We are resting at that point for the moment. As a result of doing that we have 
been able to adjust our cotton prices gradually instead of finding a demoralizing 
situation where you would pay anywhere from 40 to 11 cents for raw cotton and 
have a most disorderly situation. You would have the prices all over the map. 
It would cost the cotton people, in my judgment, a considerable amount of 
money and thus cost the Canadian consumer more. 


@. It may only be costing the American speculator who sold the cotton 
short, or some other person in the United States, why should it cost the Canadian 
public more?—A. I am talking about the price to the Canadian consumer of 
cotton products produced from the raw cotton bought at very much higher prices. 


@. Then, you are paying a subsidy to equalize the 24 cents to the cotton 
manufacturer in Canada. If he happened to buy some on the day the price 
was 40 cents, the government is paying that money and the people of Canada 
are paying it out, so how is there any saving to the Canadian public?—A. Of 
course, the primary cotton manufacturer. will always quote his end product on 
the basis of replacement cost. He will do that, or he will go bankrupt on a 


‘Yising market. 


@. But he only changes his price once a year?—-A. No, not under the condi- 
tions which obtain now. Perhaps when prices are stable it is the custom to 
change prices as infrequently as possible, but certainly you would never see a 
cotton producer, with prices fluctuating between 11 and 40, as they are, who 
would not change his price list very quickly. 


Q. If the Canadian manufacturer can import cotton because he needs it at 
40 cents a pound, which happens to be the peak American market, say he needs 
cotton for a forward market, then he merely, at the end of his year, presents his 
bill at 40 cents, less the 24 cents he is allowed. The Canadian public and the 


’ government puts up the other sixteen cents. I cannot see where the difference 


is, whether he is allowed to turn in his raw cotton to the public at 40 cents or 
whether the government subsidizes him for the difference between 40 and 24 


- cents; that is the individual cost of manufacture. You have been bringing in a 


point about all cotton manufacturers who would adjust their prices immediately, 
is that the point you are making? It is not one manufacturer, but the whole 
trade which would make, in this way, substantial profits?—-A. They would have 
to raise their prices on the basis of replacement costs. This would make for 


- rapid adjustment. Faced with a speculative risk in a market of that kind, they 


would put their prices higher than the immediate replacement cost in order to 
take care of that risk. When we give them a stabilized price for cotton, they 


ean quote: firm prices which are good for a period. If they did not know what 
_ their raw cotton price was, they would have to adjust their selling price so as to 
_ take care of the speculative risks they would have to assume on raw cotton. 
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By Mr. Macdonnell: 


Q. I should like to ask a question concerning export control. There is a 
feeling, naturally, because you cannot please everybody, amongst some of the 
exporters that the control does not give sufficient weight to the fact that after 
all an ordinary manufacturer does not want to disgruntle his Canadian customers. 
The manufacturers will look after their customers and the newsprint industry 
is a good example of that. I am told, in the case of the manufacture of machine 
tools, there is no shortage in this country and there is export control. It is repre- 
sented to me that the canning industry does not need export control and that 
they would be able to look after their own customers. Without labouring the 
point, would you say something on this particular question, perhaps on those two 
points?—A. I do not quite know how to answer you. I can assure you that 


every possible consideration is given to the desirability of maintaining our export : 


trade. When export permit control is established, you can rest assured that the 
Deputy Minister of Trade and Commerce, here, will be in there fighting with 


both fists if any agency of government tries to oversupply the Canadian market 
at the expense of cutting down on exports. There has to be reasonable judgment 
on these things. There is no precise yardstick anyone can supply. You get a 
counterbalance there by reason of the fact another person’s job is oe see that 
our export trade is maintained, 


@. Could I, later perhaps, if there is anything more to say on that subject, 
come back to it?—A, I am not aware of any discontent in that ane but perhaps 
you are Mr. Mackenzie? 


Mr. Mackenzie: I can certainly find out what the situation is. I would, 


rather do that than speak to it now. 


By Mr. Macdonnell: 


@. It is represented to me that sometimes the views and desires of the 
Canadian manufacturers are not entirely in line with the views and desires of 
the Canadian importer. This is somewhat true in the textile industry. It is 
believed some of our import controls are not unrelated to the views of some manu- 
facturers in this country, is that a fair question?—-A. I think it is a fair question. 
I think the answer is that the decisions which are made in all these control 
measures are made on the basis of what is considered to be the national 


- interest. We are always very wary of private influence, so to speak, in the | 


operation of controls. 


Q. Then, is it a fair comment to make you are really, through this control 
business, exercising a Judgment and regulating business to an extent which is 
almost equivalent to a tariff or import quota, and that has a very direct impact 
on business in Canada. From the nature of your import control it must do 
that?—-A. Yes. I would remind you, you are coming back to the beginning of 
the reason for control. 


@. May I remind you that seems to me to have a bearing on what you said 
originally in regard to import control. If I remember correctly it had to do 
with a situation in the exporting country ?—A. Perhaps I could put it more clearly 
this way; no import control is being operated except for the reason of attempting 
to get for Canada supplies which we could not otherwise get under existing 
wor ‘id conditions. Now, that is a statement of fact. 


By Mr. Breithaupt: 


Q. Is not this true, too, that there is no limitation on what the United States 
will ship to Canada, whereas there is a limitation on shipments from the United 
States to foreign countries. That situation exists in connection with some com- 


————eerr 
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modities I know.—A. That brings up the general question of export control 
between the United States and Canada. I understand some comment was made 
the other day as to the fact the United States has not applied export control 
to Canada whereas we are turning around and applying import control to the 
United States. I can say quite definitely that the only reason we have applied 
import control from the United States has been to enable us to avoid export 
control from the United States. In other words, it is a mutual arrangement 
between the two countries. There have been many instances where the United 
States has applied export controls to other countries but has exempted Canada 
from the operation of such controls by reason of the fact we undertook to police 
the flow of commodities in question through our import control system. 


I should add further, just as a postscript, in connection with these import 
controls, and this may be of interest to you, Mr. Macdonnell, it has been through 
the operation of the import controls that we have been able to justify the 
allocation from the country of origin. In other words, I have known cases 
where the United States has been refused all of the allocation originally agreed 
upon because they were not able to demonstrate that they had a sufficiently 
precise import control.to ensure that as the importing country it did not receive 
more than its share of the goods concerned. 


By Mr. Fulton: 


Q. How could that be if the allocation is effective?—A. It is not always 
effective in that respect. It may be effective in regard to the country of origin, 
but there may be other countries throughout the world from which we could have 
obtained goods and we would have obtained more than our fair share under 
the international allocation. 


By Mr. Fraser: 
Q. I should like to ask Mr. Gordon a question following up what Mr. Isnor 


had to say in regard to manufactured goods coming into Canada. You are 


allowing a cost plus mark up. In allowing a cost plus mark up, do you take into 
consideration the manufacturer’s welfare in Canada? The reason I am saying 
that is this, I know of a situation in connection with alarm clocks. The 
Canadian manufacturer had an alarm clock selling at $3.50; that was the highest 
price you would allow. A Swiss company had an alarm clock selling at $3.50 and 


they changed the face slightly, made it a different colour and you allowed them 


to sell it at $3.95. What I am getting at is, do you try to protect the manufacturer 
here in Canada when you allow these imports in and allow a higher price for 


~ the goods?—A. What we do is, in the unwinding of controls, imports come in— 


the policy was changed last year to allow these imported goods to come in on 
the basis of their laid down cost plus a mark up. It was quite well recognized 
at the time you would have the kind of condition you mentioned, but that does 
not necessarily mean it is unfair to the Canadian manufacturer, because the 
Canadian manufacturer is still able to sell in a good market and is still making 
a reasonable margin of profit. We cannot accept the general idea that the 
Canadian manufacturer, under price control, is entitled to sell at the highest 
cost of his import competitor. 


@. The clock I am mentioning is exactly the same in many ways as the 


one manufactured in Canada, but you allow it to be sold for 45 cents more? 


—A. That could be the case, yes. 
Q. And the firm which manufactures them in Canada is selling them at 


$3.50 and is selling them at a 10 cent loss?—-A. What is the profit position of the 


_ Canadian manufacturer? 
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Q. The only reason the firm can carry on business i is because of the egport | 
trade they obtain—A. What is the overall a position of the Canadian 
manufacturer? 


Q. Very poor. —A. He had better come in and talk to us because if his profit 
position is very poor he can obtain a price adjustment. 


Q. This firm has been after you——A. If they have been after us, it must be 4 
that they have not been able to convince us that their profit position is SO poor 
or they would have obtained an adjustment. 


Q. Perhaps you are very hard to convince?—A. I hope so, because that is 
my job. 

May I just make a statement here. I am reminded that I may have left 
the wrong impression with the committee in that you may have believed these 
import permits are still required in a great number of fields. As a matter of 
fact, very few import restrictions are now in existence. Most of the ones I have | 
been mentioning have been eliminated. I think there are only eight items left 
in which these controls are still required by reason of the conditions I have 
described. 

Also, if I may take the opportunity of saying so, I may tell Mr. Hazen 
that both clams and Atlantic salmon were taken off export control as of — 
January 1, 1947. : 


By Mr. Rinfret: 


@. Inversely to the question put by Mr. Fraser, what action would a 
Canadian manufacturer have when things imported from England of the same 
quality, mind you, are selling for less in the Canadian market?—A. I do not see 
what action the Canadian manufacturer has. He is at a competitive advantage 
in selling his product in Canada when his price is lower. ; 


@. But when the reverse happens, for instance, in woollen underwear, when 
the imported underwear sells for $4.50 and the Canadian manufactured article 
at $7.50 or $8.00?—A. I do not. know about your figures, but if any importing 
company can lay down goods here under our price ceiling, then all power to it, 
because we are back in the happy days of competition. 


By Mr. Fulton: 


Q. Supposing that country subsidized its exports?—-A. Then you are into the’ 
question of international trade which is a different story. I deal only with the — 
laid down costs in Canada. If some country chooses to subsidize its exports ] 
into Canada, then that is beyond my sphere of activity. : 


Q. You just mentioned the fact, in the case of a lower price the manufacturer — 
is in a better position, but if in selling at the lower price he is selling at a loss of {| 
10 cents on each article, he is going into a hole?—A. I insist that if the company — 
to which you have reference can show a valid case that their profit position is — 
poor, then we will grant them a price increase as we have been doing all along. _ 


By Mr. Fraser: | | 


Q. There are a great number of firms in that same position?—A. We are : 
hearing from them, I assure you. a 
Mr. Breirnaupt: I was going to ask a question of Mr. Mackenzie the 


other day when he gave evidence before the committee. He mentioned the fact — 
that the export control under this bill will be functioning under his department — 
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for a long time and import control will be functioning under other departments. 
How many departments would be involved in the import end of it, and how 
soon would the whole thing swing over to come under the provisions of the bill 
and be under your department, Mr. Mackenzie? 


Mr. Mackenzie: I think the expectation is, so long as there are in office 
administrators dealing with particular products which necessitate import control, 
those administrators would continue to operate the import control, as, for 
example, in the case of sugar and also in the case of oils and fats. The textile 
field is coming to an end very quickly, but so long as there is an administrator 
to operate these controls he will continue to do so; as and when the administrator 
disappears then as necessary for any short period, or whatever period, to carry 
on this control. For example, we would take over at that point; but it is not 
the intention of import control that we would set up a centralized imported 
division as we have in the case of exports. 


The Wirness: Just for the benefit of Mr. Fraser, Mr. Chairman, I wish 
you could have conveyed to him that clocks and watches came off price ceiling 
last January! 


By Mr. Stewart: 


@. I would like to ask Mr. Gordon in the first place, do you consider this 
bill to be necessary ?—-A. Very definitely, so long as the conditions to which I 
have referred exist and so long as we have price control and so long as there is 
an element of subsidy in that price control, and so long as shortage conditions 
which give rise to the need for export control exist. 

@. My second question is this, are there any clauses in the bill to which 
you take exception?—-A. None. 


By Mr. Jaenicke: 


@. Is it necessary to have subsidies on agricultural products?—-A. I am 
sorry, I do not get your question. 


The CHairMAN: Order, the witness cannot hear the question. 


By Mr. Jaenicke: 


Q. Do you think the Agricultural Prices Support Act would be necessary 
for that purpose also?—-A. I would not care to comment on that. That is not 
my field. I think that question should be answered by the Department of 
Agriculture. 


The CHarrRMAN: Are there any further questions gentlemen? If not we will 
thank Mr. Gordon for his coming and excuse him. 


~The Witness: Thank you, sir. 
The CHAIRMAN: We will meet again Thursday morning next at 11.00 o’clock. 


The committee adjourned at 1.05 o’clock p.m. to meet again Thursday next, 
March 20, 1947, at 11.00 o’clock a.m. 
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MINUTES OF PROCEEDINGS 


THourspay, March 20, 1947. 


The Standing Committee on Banking and Commerce met at 11.00 a.m., the 
Chairman, Mr. Cleaver, presiding. 


Members present: Messrs. Argue, Belzile, Breithaupt, Cleaver, Dechene, 
Fleming, Fraser, Hazen, Irvine, Isnor, Jackman, Jaenicke, Jutras, Lesage, 
Macdonnell (Muskoka-Ontario); MacNaught,, Marquis, Michaud, Quelch, 
Rinfret, Sinclair (Ontario), Smith (York North), Stewart (Winnipeg North), 
Strum (Mrs.), Timmins. 


In attendance: Messrs. H. W. Mackenzie, Deputy Minister; W. F. Bull, 
Director of Export Division; D. Harvey, Director of Import Division, and T. G. 


Hills, Chief of Export Permit Branch, all of the Department of Trade and 


Commerce; Mr. G. R. Marshall, Vice-President, Canadian Exporters Association, 
Toronto, Ontario. 


The Committee gave further consideration to Bill No. 11, An Act respecting 


Export and Import permits. 


Mr. Marshall was called. He made a statement and was examined. 


Messrs. Mackenzie and Bull were also questioned in the course of Mr. 
Marshall’s examination. 


At 1.10 p.m., witness retired and the Committee adjourned until Tuesday, 
March 25, at 11.00 a.m. 


The Chairman informed the Committee that at the next sitting the Com- 


mittee would revert to the consideration of Bill No. 16, An Act to amend The 


Patent Act, 1935. ° 


R. ARSENAULT, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 
: | Hovusr or Commons, March 20, 1947 


5 The Standing Committee on Banking and Commerce met this day at 
— 11.00 am. The Chairman, Mr. Hughes Cleaver, presided. 
; 


; The CHAIRMAN: Gentlemen, we have a quorum. We have with us this 
_ morning. Mr. Marshall, Vice-President of the Canadian Exporters’ Association, 
who would like to give evidence on Bill 11. I would suggest Mr. Macdonnell 
should have the right to ask questions in chief before the other committee 
members start asking general questions so that our record may be in reasonably 
proper order. I should like to ask Mr. Marshall to first introduce himself, 
then he could carry on giving the committee his association and industrial 
background. 


a 


G. R. Marshall, vice-president, Canadian Exporters’ Association, called: 


The Wirness: Mr. Chairman and gentlemen, my name is Marshall, G. R. 
Marshall. I have a company called G. R. Marshall and Company, specializing 
_ in exports. 


: eile aici ee 


By Mr. Isnor: 


: @. Where is your place of business?—A. Toronto. I started my eareer in 

_ 1910 in the exporting business. I am specializing chiefly in engineering, heavy 

'] hardware and general manufactured articles. I am also Vice-President of the 

~ Canadian Exporters’ Association in Toronto. 

:. By the Chairman: | 

oe - Q. What is the Canadian Exporters’ Association?—A. The Canadian 

i Exporters’ Association specializes in improving Canadian exports. The associa- 
tion acts in introducing buyers to Canadian manufacturers and helps as much 

— as possible, the manufacturer to sell his goods abroad. 

4 Q. What is your membership?—A. We have a membership to- day of 

e approximately 700. 

: Q. Is it confined to Toronto or is it Canada wide?—A. No, it covers 
Canada generally. 


By Mr. Jaencke: 
opie ab 


: a say about 60 per ae 
— 


The CuHarrMAN: You may carry on now from here and ask the witness 

~ questions, Mr. Macdonnell. 

*. Mr. Macponnetu: My suggestion would be the witness be allowed to 
make a general statement and then if there is anything I can usefully ask to 

io elucidate what he has said, I would be glad to do it. I think Mr. Marshall 

might make a statement himself. 
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The Witness: The chief reason for my being here to-day, gentlemen, is in ~ 


connection with export permits. This is a very, very serious part of our business. 
We are receiving many, many orders and enquiries which are now running up 
into the millions of dollars. Due to export permit control we are only able to 
ship about 1, 2 or 3 per cent of what we can get. 


By Mr. Fraser: 


Q. What you can get or what your orders are?—A. Yes. 

Q. What your orders are?—A. I have four suggestions here as to why 
I think such control should be discontinued. The first suggestion is that the 
Dominion government should yield the remaining export control and Canadian 
exporters should be free to produce and sell their products abroad in an 
environment unchanged by the threat of suddenly revised controls through 
order in council. Now, I am not including such items as wheat, lumber or paper. 
I am receiving many enquiries for those lines, but that is not my business. 


By Mr. Lesage: 

@. Your remarks pertain to your business?—A. If I may answer that 
question, sir, the engineering business, machine tools and hardware, such manu- 
factured articles, is a very large proportion of Canadian trade generally. 

@. You might make a general statement as vice-president of the export 
association and not mention your personal interest?—A. I may answer that 
statement, sir, I believe if control was taken off wheat, lumber and paper, it 
would be extremely helpful in those particular cases. 

Mr. Macponnetut: May I suggest this; I do not know that the witness 
necessarily purports to cover the whole ground. I think all we need ask of 
him is to give his evidence as to the things he knows. The members of the 
committee can then attach whatever weight to the evidence he gives which 
they wish to do. I would think, if I might suggest to him, it would be better 
for him to give the committee evidence as to the things that are within his own 
knowledge and not cover a wider range. 

The Cuatrman: I think, too, as I mentioned at the opening of our meeting 
that perhaps it would be only fair to the witness and T think would make for 
a better record if we allowed the witness to make his statement without inter- 
ruptions. The committee members could make notes of questions they wish to 
ask and then ask them after the statement is made. 

Mr. Lesace: I agree with that, but I asked the question because I thought 
it was a very important distinction. The witness stated he was vice-president 
of the Canadian Exporters’ Association, and I did feel he was talking about 
his own business. I felt the distinction should be made ee his statement 
was completed so the record would be clear. 

The Witness: In the first part, I was talking more or less about my own 
type of business. I think this second. part would cover generally the exporters 
of such items as wheat, lumber and paper. 

Mr. MacNaveut: I wonder if the witness could go to the head of the table? 
I think it would help us in hearing him. 

The Witness: My second point is, I believe the allocation authority should 
not be perpetuated in to the second year of peace. ‘The acute shortages of 
materials lie- behind us and Canadian industry is conscious of its obligations 
to take care of our domestic economy. Therefore, these extraordinary powers 
which were necessary to the winning of the war should be forthrightly abandoned. 

There is a tremendous amount of wasted time in this export business: In 
my own particular type of business, we are in 53 countries and we have 262 agents 
all under signed agreement; we have agency arrangements all over the world. 


» s 
a es ee ee 


BANKING AND COMMERCE — 281 


We reach the point of securing orders which come back to Toronto. Then, 
it is a matter of applying for an export permit. The objection which we have 
is important. Right now, I feel that Canada is tossing away markets and 
v opportunities which may never come her way again. If by chance they should 

it will be in a highly competitive field and in competition with the skill, 
.~ production and scientific methods of the United States, Great Britain and any 
' oldtimers now crushed who will make every effort to take advantage of their 

former skill and long experience in international trade. 
I do not doubt for one moment but what the export permit branch is Rone 
everything it possibly can. In fact, I know it is, but at the same time it is 

under some control which is not giving it a free hand. 

I have an illustration right in front of me. An order came to Canada for 

$3,215 worth of bench vises. These vises are used in the engineering business. 
We applied for a permit on two occasions. We finally got another letter from 
the export permits branch stating, 
; .... Your case has been reviewed by the authorities concerned with 
supply for the second time, who advise that it is still not possible to grant 
approval of your request at the present time. However, your request will 
be reviewed again in the early part of June if you desire.. We will hold 
your application until that time. 


By Mr. Fraser: 

7 Q. Was that this year?—A. Yes, that was dated March 15, 1947. It is 
very awkward, gentlemen, trying to build up an export business for Canada, 
- generally. As I say, we are up against that all the time, as are all members 
of the exporters’ association. They are really in fear and trembling as to 
whether they will get an export permit. A lot of money has been spent in trying 
' to get that business and it is a shame, when you come down to the final point, to 
x find you cannot get an export permit. 


By Mr. Isnor: 

Q. Have you many of those cases?—A. Well, I have if I go into them. 

@. You are just quoting the one case?—A. I just quoted the one because it is 
an example of the many we are getting which more or less cancel the whole deal, 
so far as we are concerned. 

@. How many cases would you have, do you estimate? 

The CHarrMAN: Gentlemen, would you please make notes and reserve 
your questions? / 

The Wrrness: There is another point I should like to bring out and that 
is in connection with the shortage of materials. We have heard about the 
shortage of materials for a long time. During World War 2, it was stated 
Canada could not secure sufficient raw materials. Yet, she was the second largest 
exporting nation in the world. It is also stated she is still short of raw 
- materials, but this should not have prevented her from retaining her enviable 
wartime position. Unfortunately, Canada has now dropped to third place which 

may be attributable to the many recent strikes and labour disputes as well as 
the shortsightedness of some Canadian manufacturers in not foreseeing the 
importance to Canada of her export trade. 
My submission, gentlemen, is this, that I think all export controls should 
be discontinued. 

The CuarrMan: Mr. Macdonnell, do you wish to ask questions now? 

Mr. Macponneuu: I think it would ‘be wise if the witness would give one 
_ or two more instances, as Mr. Isnor has suggested, such as the example he quoted. 
_ I think giving only one is not driving the point home; I think he should give two 
__ or three others to illustrate the difficulties which have arisen. 
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Mr. Marquis: With the dates, please. | 
The Wirness: Do you want the date of the first one I mentioned? 


Mr. Marquis: You gave the date as the 15th of March. For the other 
examples which you give I should like the date each time you refer to one. 
The Witness: Here is a very simple one. This one started on February 3. 


By Mr. Macdonnell: 


Q. Of 1947?—A. Of 1947. We applied for an export permit for two tons 
of structural steel. This is a very small item, but the export permit was not 
granted as there was a shortage of steel in Canada. 


By Mr. Marquis: 


Q: That was the reason, a shortage of steel 2A. That was what was said. 
We applied again and we told the export permit branch that we knew where 
some steel was in stock which we could obtain for immediate shipment. After a 
lot of trouble and correspondence, which is all here, finally on March 17, we 
received a permit to export these two tons of steel. At the same time, while we 
exported the two tons of steel there was approximately 50 tons of that par- 
ticular type of steel in Toronto which had been in Toronto for two or three years. 
If that situation had been left entirely with us, we would not have hesitated to 
ship it. Having to apply for an export permit held up the transaction. I am 
sorry I have not any more actual illustrations here, but I have many such cases. 


By Mr. MacNaught: 

Q. Could you give us any idea of how many cases you have? : 

Mr. Marauts: I think if the witness is going to refer to some cases he should 
give us the dates and particulars. Otherwise, it will be a general statement 
which we cannot check. 

Mr. Hazen: I think Mr. MacNaught’s question is a fair one and he should 
answer it. 

Mr. Marquis: I think if the witness is giving a general statement he should 
come back and give the particulars, with the dates and the particulars of the 
cases. I think that would be the only fair way. 

The Wirness: I agree with that, but, unfortunately, I have not She 
information here. 

Mr. MacponneE.u: [| think Mr. Marshall, the suggestion is a very fair one. 
I think, in order to make clear the point you are trying to establish, you had 
better go back to the bench vises. You could try to give the committee your 
feeling as to whether or not there is a shortage in that case, because the sug- 
gestion of the department is they are only being strict in the matter of permits 
where there is a danger of a shortage at home. If you could satisfy the com- 
mittee there is no shortage in the case of bench vises, I think that example would 
have some weight with the members, but I think it is up to you to do that. 

Mr. Hazen: Mr. MacNaught asked the witness a question. I think it was 
a fair question and the witness should answer it. 

Mrs. Strum: May I put a question to the witness? 

The Cuatirman: After Mr. MacNaught’s question is answered, Mrs. Strum, 


By Mr. MacNaught: a 
Q. I thought it was a fair question. You said there were more cases, and 
I asked you how many more?—A. That is a very difficult question to answer. 
I would say that we cannot receive permits for, perhaps, up to 90 per cent of 
the enquiries and orders we receive. 
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Q. That does not answer my question. 

Mr. Macponnetu: May I say— 

The Cuarmman: Mr. MacNaught has the floor. Please let him finish his 
question. ; . 


. 3 By Mr. MacNaught: 


Q. You made the statement you had many cases. I asked you to estimate 
how many. That is a fair question. Is it a dozen, a hundred, a thousand or five 
hundred?—-A. Actual cases? You mean similar cases to those— 


@. Similar cases to those. 


Mr. JAckMAN: Mr. Marshall, perhaps you could tell the questioner how 
many applications you have a month or a week and get a percentage. 


! The Witness: We will be sending in thirty applications a week. 
E Mr. MacNavucut: Thirty a week. 


The CuHaAirMAN: And to complete that question how many of the thirty 
would be declined or postponed? 


Mr. JACKMAN: On the average. 
Mr. Isnor: He said 90 per cent. 


The Wirness: No, no; that is another question. I will come back to that 
matter in a moment. I will come back to that 90 per cent in a moment. You 
are talking about what percentage of the thirty applications— 


The Cuairman: Of the current applications that are declined or postponed? 
The Wirness: We were getting back about 50 per cent. 


ss es eee er i. 
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; Mr. Bruzite: Granted. 

: By Mrs. Strum: 

: @. I should like to know who was holding the 50 tons of steel in Canada, 
: who owned it, and who was holding it?—-A. I am sorry; I did not hear you. 

2 @. You mentioned there were 50 tons of steel that had been— 

‘ The CuarrmMan: Lying idle for two or three years. 

The Witness: It is a firm in Toronto. 

q Mrs. Strum: Surely we could not blame that on the Export Board. 

By Mr. Jaemcke: 

f Q. Did you tell the Export Board that the steel was available?—A. It is not 
my steel. It is in stock in some other company, and I could have purchsed it to 
export. 

: 2 Q. Did you tell the Export Board this steel was available? 

: Mr. Macponne.u: The question is whether the Export Board realized it was 
"4 there or should have realized it, and therefore whether they were unreasonable 


in declining your request. 

. Mrs. Strum: The point I am trying to make is this. We know there are 
s, tremendous shortages in Canada. I know I tried to get a washing machine for 
about three years. You cannot get refrigerators. There is a great unsatisfied 
demand in Canada. I do not see how you can blame the Export Board if there 
are 50 tons of steel lying some place in the possession of a private company. I 
think export permits are absolutely necessary if we are going to protect the 
people who live here. 

The Witness: Well, it took us all our time to get from the Export Permit 
branch that permit for ‘the 2 tons. In answering your question I might say 
that I believe we informed the Export Permit Branch that the steel was available 
and where it was in Toronto. 


; 
$ 
‘ 
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By Mr. Fraser: 


Q. That was manufactured steel?=2A. Yes, it was manufactured see in 
stock. 


By Mr. Marquis: 

Q. Who were the owners of that 50 tons of steel? Do you know their 
names?—A. Yes. 

Q. I should like to have the name of the firm put on the record—A. Is-it 
right to give that name, Mr. Chairman? 

The Cuarrman: I very much doubt if*it would be fair that the names of 
individual companies should go on the record in this general discussion. If this 
committee has sufficient evidence of hoarding to justify a recommendation to the 
House in regard to an inquiry on hoarding then, of course, the House would 
decide as to the setting up of such a committee, and would decide what powers 
that committee would have, but I very much doubt if the Banking and Com- 
merce commmittee under its present reference should ask for the names of 
individual companies to go on the record. However, I am in the hands of the 
committee. 


Mr. Marauis: If you will allow me to say a few words on this point, I do 
not want to question your ruling on the subject, if it is a ruling, but the witness 
referred to a quantity of steel being in the hands of some firm. He said that 
this steel could have been exported. If it could have been exported it could have 
been useful for the people of the country, too. Inasmuch as he has referred to a 
specific quantity of steel I think we are entitled to know where that steel was, 
the name of the firm, and if that steel was available for the people of the country 
because, as Mrs. Strum has said there is a rather large shortage of steel in the 
country. 

Mr. Jackman: I think that might be a very interesting matter to continue 
but at the moment we are endeavouring to find out whether or not the issuance 
of export permits is being unreasonably held up. I for one do not want to 
digress along this other channel at the present time no matter how interesting or 
how important it may be when we have other matters in front of us. 


Mr. Marauis: I quite agree with Mr. Jackman, but how can we say that 
permits were held up by the control administration if we cannot find out if there 
really was a large quantity of steel and that some steel could be exported? If 
the witness has referred to a particular matter I think that in law we are entitled 


to have the details on that point. That is the point that I tried to submit to the ~ 


chairman of the committee. 


The Cuairman: I intend to allow a rather wide discon on this point. I 
have already expressed my feelings. I do not want to have to rule, but if I have 
to I will. I should like to hear from other members of the committee on this point 
as to whether the names of individual firms should be placed on our records with 
respect to the hoarding of steel. I believe that is the point. 


Mr. Fraser: I want to say one word. I think perhaps the reason why this 
steel might have been in the company’s yards in Toronto, or wherever it was, was 
owing to the fact we had a steel controller and the steel controller has only been 
out of a iob for a short time. The steel controller would say to that firm, “You 
cannot sell that steel unless I give a priority for it.” Therefore that steel would 
be held there. It was manufactured steel. I think that is the explanation of it. 
It would not be the fault of the manufacturer. I am not sticking up for the 
manufacturer, but 1t would not be his fault. 

Mr. Fiemine: With great respect, I think we are getting away from the real 
point that we are after. After all—and I think this is the answer to Mr. Marquis’ 
objection—the Export Permit Branch did eventually issue a permit, so evidently 
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they must have been satisfied there was steel available without denuding the 
domestic market of its supply. I think the question that the committee has — 
to ask itself now is should the Export Permit Branch have had the necessary 
information earlier on which it eventually agreed to issue a permit, or did it 
have it and withhold it even in the face of the information? It seems to me 
that is the only question before us. The fact is that at some stage, apparently. 
after there had been some correspondence back and forth, the permit was issued 
because the Export Permit Branch at that stage was satisfied there was a quantity 
there. . 


5 Mr. Isnor: Or the supply had increased. 


Mr. Fuemine: Is not the problem before us to ask Mr. Marshall to indicate 
to us how long this correspondence went on, what information the Export Permit 
Branch had, or what information it got in the course of the correspondence? If 
we are going to start in to discuss the question of supplies of individual com- 
modities in Canada and where they are to-day we are going to be here a long 

time. : 
Mrs. Strum: I think it is relevant to the discussion in that as members of 
~ parliament we are supposed to be considering the needs of all the Canadian 
people, not just the wishes of exporters. It is well known that there is a great 
deal more margin in the export field in many articles than there is in the domestic 
market where some degree of price control has been maintained, lumber being 
one example of that. I think we must be friends not only of the exporter but 
of the Canadian consumer, the people who have forgone the benefit of higher 
wages, higher wheat prices, and higher returns in the interest of price control. 
We must see they are not now going to be betrayed by opening the door wide 

to allow all of Canada’s goods to flood the export market. 


The CuHatrRMAN: Are there any other members who would like to say 
something? 


Mr. Lesace: I have one suggestion to make. I think before reaching a 
decision on the point it might be a good thing to hear Mr. Bull. I asked him 
a few moments ago and he says he remembers the case. I should like to hear 
Mr. Bull first before we make a decision on the point. 


The CHAIRMAN: I will hear from the members of the committee first. 


Mr. Lesace: It would be very much easier to reach a decision after we hear 
Mr. Bull. 


Mr. QuetcHu: I think we are entitled to a full explanation of this deal 
because I understood the witness to say that he was only able to fill 2 to 3 per 
cent of his orders owing to the fact that export permits were not granted. The 
obvious reason for that would appear to be that those goods were needed in 
Canada. That is the logical reason. In this case we are told that a certain 
amount of steel was available, it was not being used in Canada, and they were 
not allowed to export. I think there must be some reason for it. I think we are 
entitled to know who held it, the name of the firm, and the reason it was held. 
Was it due to the fact there was a steel strike on and they wanted to keep a 

4 reserve on hand, or what was the reason? 
Mr. Marauts: I wish to add— 

The CHatRMAN: Mr. Irvine has the floor. 

Mr. Irvine: I will not take more than a second or two. I think Mr. 
Fleming put his finger on the vital point of our inquiry. On the other hand, 
the witness apparently thought that his citation of this case strengthened his 
argument. Therefore its truth or otherwise is a matter of importance. I think 

g at this point it might be better for us to hear what Mr. Bull has to say on the 
: matter. : 
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Mr. Brerrnaurt: I think the point involved at the moment is whether or 
not we approve of your suggestion that the names of firms should not be 
mentioned in the broad discussion of the whole problem of imports and exports. 
As far as your suggestion is concerned I can see the reasonableness of your 
contention that the names of firms should not be mentioned at the present 
time. It serves no useful purpose and will only lead to further embarrassment. 
Perhaps political talk will come into the whole problem which would be entirely 
irrelevant. I would back you up in your ruling. ; 


Mr. Beuzity: I want to bring up this point. Mr. Marshall made a general 
statement and as conclusive evidence of his statement he cited that particular 
case. I think we are entitled to the specific details of this case which has been 
introduced as conclusive evidence of a general statement. : 


Mr. Marquis: I want to add only this. It is because Mr. Marshall referred 
to a record he had in his own hands that I am asking for these details. I 
understand that record reveals the name, the place, the date and the circum- 
stances under which that application was made. You know that in a court of 
law if you refer to a record we have the right to any particulars contained in 
that record. 


Mr. MacponNELL: May I add a word? It seems to me that the suggestion 
already made was a sound one. When we have heard from Mr. Bull it may be 
that the need for this particular thing will disappear. It does seem to me that 
this is not exactly a court of law. This is a place where we want to have more 
freedom. It seems to.-me that if we can avoid the determination of this point, 
which might be a rather far reaching precedent, it might be wise to do it. 
‘Therefore I would suggest, as has already been suggested, that we hear Mr. 
Bull first. Maybe when we have heard him we will feel differently about it. 


The CHatrMAN: As I view it there are two points involved. One is that this 
committee should have all the facts with respect to a particular complaint 
that has been made by a responsible officer of the Exporters Association. As 
to that point I think we should give the department an opportunity to express 
their views fully and their reasons why in the first instance this export permit 
was declined, and why subsequently it was granted. That is one point. That is 
entirely aside from the question raised by Mr. Marquis as to which I feel it 
would be better that a ruling should be made now, and that the committee 
should have an understanding now. I do not consider it fair that the name of 
any Canadian business man should be placed on the records of this committee 
under circumstances which might question the loyalty or otherwise of the 
concern with respect to the handling of a commodity which is in short supply. 
I feel bound to rule that is not within the scope of our reference. We are dealing 
with responsible people. The witness before us is a member of a reputable 
Canadian association. 


Mr. Maraquis: Let the question stand. 


The CuHairman: I think he has a-right to develop his argument without 
giving names, and so forth, of these individual firms. As chairman of the 
committee I feel I must so rule. As I understood the facts of this case, Mr. 
Bull—and this is what the committee is interested in—on February 3 of this 
year an application came to your department for a permit to export 2 tons of 
structural steel. In the first instance your department declined the application 
on the grounds that there was a shortage of steel in Canada. Then we were 
told that in the following month the application was renewed. Your department 
was advised of the fact that a quantity of this steel was in a yard in Toronto, 
had been there for two or three years and was available, and was not being 
used in any fashion, and your permit was promptly granted. To me that pretty 
well answers the problem, but I would be glad to have now any explanation 
from the department. = 
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Mr. Lusace: Do I understand that your ruling is a general ruling applying 
to all such cases? 
The CHAIRMAN: It is. 


‘ Mr. Lesacre: With all due respect, Mr. Chairman, it is a very dangerous 
ruling. 

_ The CuairmAn: I agree it is a dangerous ruling, but I feel this way. This 
committee is not a committee charged by the House with the task of investigating 
the question of hoarding or anything of that nature. Our reference is a bill from 
the House in regard to permits for exports and imports. Individual firms are 
not represented here. There is no opportunity for them to answer or anything 
of that sort. I think it would be a most unfair thing if we allowed their names 
to go out in the press with any innuendo attaching to them. 

Mr. Firemine: May I make this observation on the point. I think you will 
admit this reservation, that if there were some difficulty on the part of the 
department in identifying the case in question to permit it to make its reply 
then there would be ample ground for saying that sufficient particulars should 
be given to the department to enable them to identify the case, but where the 
department is well aware of the case and there is no problem of identification 
then it seems to me we are going to lead ourselves into bypaths and away from 
the main point if we are going into these matters of particulars. | 

The CHAIRMAN: Shall we hear from Mr. Bull? 

Mr. Lusace: I agree perfectly with what Mr. Fleming has said. That is 
why I asked first that we should hear from Mr. Bull if he can answer the 
question without mentioning names. That is why I wanted to avoid a general 
ruling. It is always dangerous. 

The CuHarrMAN: I think it is only fair to the members of the committee to 
know the facts of this case. Mr. Bull knows this case. 

Mr. Lusace: It is all right in this case. 

~ Mr. Buti: Am I to speak on that specific case? 

The CHAIRMAN: Yes. 

Mr. Buu: This is the question of the application from Mr. Marshall for 
the 2 tons of structural steel. That application came into the Export Permit 
Branch. We saw the words “structural steel’”’, which is one of the most critical 
items in Canada. You have only to look at the Ford hotel in Montreal and see 
the difficulty they have had putting up their building there. We referred: it to 
the Steel Controller following our usual procedure. He saw the word “structural” 
and refused it. We passed it back to Mr. Marshall and explained that it was 
refused because of the shortage in steel. He took it up with the supplier. I know 
the firm. They are a reliable firm of warehousemen in Toronto. They did 
nothing wrong in having that steel in their warehouse. It is a perfectly normal 
and natural thing for them to have very large stocks of steel in warehouses all 
over Canada. Steel runs into hundreds of specifications. Some are in constant 
demand. Some move very slowly. Mr. Marshall made the contention that it’was 
surplus steel that was not moving. We referred it back to the Steel Controller. 
He had his investigators check on that point whether the steel was surplus to 
Canadian demand. He found it was of a specification, size and type which 
could not readily be used in this country. He approved of the permit and we 
eranted it. We do that every day. We handle literally hundreds of permits a 
month covering material which we export. In maintaining this service, in every 
case we ask the controller if Canadian consumers have been offered that com- 
modity. If we find that they have been offered that commodity and it is of a 
type which they cannot use and that it is surplus to Canadian requirements, 
then we issue a permit. We cannot do that on first receiving a request for a 
permit, but only after we have made an actual check with the controller and 
the people who use steel of that kind. 
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The CHairMAN: Can you tell the committee in this instance as to what 
delay occurred between the date when you were advised as to the special circum- 
stances of this case and the date when the actual permit was granted? 


Mr. Buu: I could not give you those actual dates without checking through 
the file in the branch. The delay was not unusual. The request in the first 
instance would have to come to us, then we would have to get in touch with the 
steel controller. He or we in turn would have to get in touch with the ware- 
housing firm in Toronto, then the matter referred back to the controller again, 
back to us, and so forth. In other words, we would have to be satisfied that it 
was not required for Canadian consumption before we could issue an export 
permit. 

The CuHairMAN: I would like to have those dates because to me they are 
very significant. My notes tell me that the second application was made on the 
17th of March; the initial application on the 3rd of February, and that the 

actual permit was granted on the 17th of March. I cannot see any undue delay 
there at all. 


Mr. Irvine: I can’t either. 

Mr. Lresace: They were granted a permit to export the two tons? 

Mr. Buti: That is right. 

Mr. Lesage: When did you hear about these fifty tons in Toronto? 
Mr. Buuu: There are stocks like that all over the country. 

Mr. Lesage: Did you have any specific information about this stock? 
Mr. Buuu: Not until the request for export came up. 

Mr. Lesace: Do you know what kind of steel it was? 


Mr. Buu: It is structural steel of shapes not generally in demand in this 
country. , 


Mr. Lesace: Does that apply to the whole fifty tons? 
Mr. Buu: I would not be sure about that without checking back on it. 


Mr. Fremine: Mr. Chairman, I think the evidence Mr. Bull has given raises — 
a question which may get to the crux of the general problem. I am getting away 
now from the particular question because I for one am more interested in knowing 
what steps are being taken either through your department or through other 
departments in cooperation with permit and control authorities to be sure that 
they are at all times being kept fully informed of the particular situation in 
Canada with respect to these commodities for which you are receiving applica- 
tions for export, particularly in cases where there is a scarcity in Canada of 
these particular commodities. On whom do you rely for that information? 


Mr. Buti: We rely on the controller or administrator concerned, they and 
the Wartime Prices and Trade Board, or, in the case of steel, on the steel con- 
troller. He in turn has his own people out. He has information coming to him 
from all over the country as to what the supply position is. He must know what 
Canadian production is and also what Canadian consumption is. He has a very 
capable statistician working under his direction who keeps him informed as to 
Canadian demand and the supply position. We have very many ways of 
checking this information. We have cases where people come into our depart- 
ment—lI will give you an actual instance: we have people coming in to us for 
permission to export a material because they are in a surplus position. There is 
one case of a structural steel manufacturer who came to us and said that he 
faced an arbitrary closing down of his plant because of a lack of pig iron and he 
was making application to us for an allocation of pig iron to avoid the shutting 
down of his plant. Our position and attitude with respect to the exporter is that 
we want to help him as much as we can. When we receive an application for 
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an export permit we take it up immediately with the control administrators who 
are in the best position to know what the supply situation is. When somebody 
comes back to us as in this case Mr. Marshall did, and supplements his original 
application with information of the kind Mr. Marshall gave us, we are then in a 
position to-take it up directly with the controller who, in turn, on checking up, 
finds the facts to be as stated and then we are able to issue a permit. 


Mr. Fueminc: I can see how that would work out all right if there is 
cooperation, but what about the case where there are definite shortages? 


Mr. Isnor: Mr. Chairman, Mr. Bull was called to answer a specific ques- 
tion. We havea witness before us. I submit that we should have a complete 
statement from the witness now that Mr. Bull has answered the point raised. 
If you want Mr. Bull as a witness why not call him later? 


The CuarrmMan: I think Mr. Fleming’s question was right to the point. 
Mr. Isnor: I think he was pretty wide of the point. 


Mr. JaAenickn: We had Mr. Mackenzie with us for several meetings and ~ 
he went over that procedure in detail. 


Mr. Macpvonne.u: I am afraid Mr. Chairman, that I want to ask Mr. Bull 
a question also, if you rule that we may do so. 


Mr. JAEntcKE: A moment ago Mr. Marshall was to complete his statement. 

Mr. Truins: I thought we were getting at the very crux of the matter. 

The Cuarrman: I think perhaps it might save time if we would clear up 
this one point on the application for structural steel before we go on with 
anything else. Is it the wish of the committee that we do that? 

Mr. Fraser: Let the witness get on with his statement. 

The CuatrrMan: All right, Mr. Fleming. 

Mr. Fiemine: Would you let me put that last question. again? 

The CHAIRMAN: Yes. 
| Mr. Fiemine: I will restate my question. I said, I can see how you can 
keep in close touch or how you are keeping in close touch, provided there is 
co-operation, with the supply situation as to these commodities where there 
are commodity controls; but in the other case, where you have not a commodity 
control what is the specific means you use there to keep fully informed on the 
supply situation to protect the domestic requirement. 

The CuatrMAN: I think Mr. Bull could answer that question quite readily. 


Mr. Buty: We have very excellent supply information on most Canadian 
commodities. There is a large number of commodities under control which 
appear to be in short supply and they are kept under control for the purpose 
of regulating movement and ensuring adequacy of supply in Canada, and 
things like that. Where we are assured, after long, detailed negotiations with 
the producers and with the Wartime Prices Board administrators and the con- 
trollers as to the supply situation, we arrive at the quantity of a certain article 
which can be let out of the country and the quantity which must be kept in it. 
We deal with the facts; as I say, we find out what the immediate demand 
situation is domestically and then possibly we figure that thirty per cent of the 
product, of a certain commodity, may be diverted to the export field. In the 
case of a commodity where that has been done we not only determine the 
percentage which may be permitted to go to export but we arrive at a quota 
of that production to apply to the manufacturers. Then we make out what 
we call our S.P.L. permit, a special permit form, which covers the movement 
of a number of units to any country and to any consignee in any country. 
Right at the present time we have over 400 of these S.P.L. permits in operation 
and they cover a great volume of exports. There are a great many other com- 
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modities which we will not program because there is no regular continuing 
supply about. We deal with them in individual cases and review the immediate 
supply situation with respect to such a commodity. In our export branch we 
have a set of ledgers which gives us the picture of the overall quantity of 
commodities in Canada. The information contained in that record is kept 
up to date and we refer to it to determine the action to be taken in individual 
cases. Now, when it comes to countries like the West Indies and Newfound- 
land, we have actual programs drawn up with them where they have indicated 
what they wanted and we have cleared to them in advance the amount that, 
it is apparent we can let them have from Canadian: supplies. There are other 
industries, other commodities with respect to which the supply position varies 
every few months, When such an article is in short supply it is not available 
for export, and then when there is a large supply, export can be permitted 
within reasonable limits. But we do keep up the records with respect to that. 


Mr. Macponneuu: Was there information in the original application which 
might have indicated that to the steel controller, or was this the only way 
in which this small quantity could have been discovered? That is my question. 


Mr. Buuu: The original application just read “T-bars; quantity and 
value;” and it was only after the thing being turned down that these particulars 
as to dimensions and specifications came out. Things of that kind happen many, 
many times. 


Mr. Macponneuu: Yes. Then you seem to give two reasons; (a) the type 
of steel involved; and (b) you said that it was necessary for you to make 
inquiries from the controller, I believe; that they were pressing you for 
materials? 3 


Mr. Buu: That is right. The steel controller is under constant pressure 
from people all over Canada about these steel items and where they can be 
obtained. The housing administration are pressing for steel all the time. They 
have to check these demands against the request for export permits. What 
would happen in a case like this is that they have a specialist in structural 
steel and all different types of steel. They would have a competent man 


investigate this report and find out if such steel was in warehouse; whether 


it was suited for the demands for structural steel coming from Canadian 
builders, and find out just what the type of steel involved was. By that-I do 
not mean that they would recommend that it be sent back for smelting down 
at say $15 or $20 a ton; they would probably rather recommend that an 
export permit be issued and keep the steel available for the purpose for which 
it was made. They would consider it better economics to make that steel avail- 
able to some other country than to have it kept here and smelted down and 
made over again. 


Mr. Jackman: May I just make a remark, because you see you referred to 
the undue delay between the 3rd of February and March 17. 


The Witness: Well— 


Mr. JAckmaANn: As I understood the chairman he said that it appears to him: 
there had been no undue delay between the original application for export permit, 
between February 3 and March 17 when the permit was finally issued. We had 
some discussion the other day as to the various stages which were gone through 
before the final issue of the permit, and I think it showed: that business might. 
very well have to wait a month or a month and a half on an item such as 
steel to get an export permit. It seems to me that if business is going to be 
able to carry on at all in Canada we will have to have more expedition in a 
matter of this kind than that. 


Mr. Irvine: That is an exceptional case. 
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: Mr. JAcKMAN: No, the witness said he had many cases of that kind. I am 
suggesting that it cannot possibly be considered expeditious where one has to 
wait for a month or a month and a half. That is a very long time, and I feel 
that we are going to lose business if this sort of thing is going to be permitted 
to happen frequently. At the same time that may be the most expeditious way 
of handling it under the circumstances. I do not know. I think we should 
examine that further at some time. 


By the Chairman: 


: Q. If the committee has no further questions for Mr. Bull on this point, 
I have one or two questions which I would like to ask the witness. You have 
_ cited these cases I take it as the reason why you think all export controls should 
be removed?—A. Yes. 

: @. You are fully aware of the fact that there is a very serious shortage of 
structural steel in Canada?—A. Yes. | 

Q. And you know that there are many buildings now in the course of 
erection that are delayed as a result of that shortage in structural steel?—A. Yes. 


: Q. Then, having that in mind, do you not think that any exporter asking for 
a permit for the export of structural steel and hoping to get one should have 
: indicated in his application the dimensions of steel that he wanted to export 
_ in order to show to the steel controller that this was an exceptional application 
and was in regard to steel not needed for Canada; and the exporter in this 
instance failed to give that information in his application, so the delay if any 
was entirely the blame of the exporter?—A. Yes. 


; Mr. Lusacn: Of course, the witness does not have to answer that; everyone 
knows the answer to that. 


By the Chairman: 


2 
: 


Q. In the light of these facts do you consider that this complaal is one 
that any reasonable man should seriously entertain?—A. Only, Mr. Chairman, 
that this particular subject applies so much to export permits generally. I just 
picked the one of the two tons; as a matter of fact, it was about the smallest 
we have. 

3 Q. Now, you came here, did you not, to try and convince this committee 
that export control should be done away with?—A. Yes. 

Q. And this is the best complaint you can supply the committee that 
export control should be done away with?—A. Yes 

Q. And this is the best complaint you can supply the committee in support 
of your argument?—A. No, sir. 


Mr. JAENICKE: Just in connection with this point, Mr. Chairman, may I 
ask the witness one question? 


The CHAIRMAN: Yes. 


¥ 


By Mr. Jaenicke: 


Q. When did you finally inform the export permit branch that the steel 
was available, on what date?—A. On February 12. 


Mr. JAcKMAN: Might I just ask the witness what the original application 
had in it in the way of description of the steel you wanted? 


The CuarrMANn: That is already in the record. 
Mr. JAENICKE: He said two tons of structural steel. 


The Witness: T-bars, which is structural steel; no dimensions. 
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By Mr. Jackman: , 

Q. Is there any other information there to distinguish it from other T-bar 
structural steel?—A. No. 

Q. What was the true difictedtintion of the type that you wanted to get 
from the ordinary T-bar structural steel? What was the distinction? This is a 
surplus item —A. This was actually in stock and had been in stock for, I repeat, 
about two or three years; it had not been sold on the domestic market. And 
whatever you call it, it was called T-bars. But we automatically sent up our 
request for an export permit. We only gave them the details of it in the letter 
we sent under date of February 12, and following that we all found out exactly 
what the position was. 

The CHAIRMAN: If there are no further questions on this structural steel 
complaint— 


By Mr. Irvine: 
Q. I would like to ask one question, Mr. Chairman. In view of the fact 
that there were serious shortages, and particularly in structural steel—I mention 
that because it was the illustration given by the witness—would the witness 
answer this, when there is a great shortage of a specific item how does he 
justify the abolition of export controls?7—A. We have been discussing, these 
last few minutes, the two tons of T-bar steel. This is just a fraction of the 
various types of enquiries and orders which are coming into Canadian business 
houses at the moment. Canadian manufacturers generally, at the moment, have 
enquiries and orders on their books for millions and millions of dollars worth 
of materials. In my particular case, we receive enquiries and we do not even 
send them up to the export permit branch because we know there is either 
a shortage or we would not get a permit. 
Q@. May I interrupt to ask, is not that all the more reason why we should 
have the controls?—A. I beg your pardon? 
Q. Is not the statement you have made proof of the need for the controls 
we are discussing?—-A. In certain commodities, I would say yes, such as anything 
_pertaining to national welfare such as atomic bombs, yes. So far as anything 
which is manufactured is concerned, this export permit department is very 
troublesome. Manufacturers are still going to retain and supply the domestic 
market. ‘They are all taking a long-range view to try and establish connec- 
tions, an export business, and if they can only send out of the country token 
shipments, something to keep the customers happy, it would make a consider- 
able difference. Perhaps, in two, three or four years time all the Canadian 
manufacturers, or most of them, will be on their hands and knees for business. 
It is no use starting an export connection or an export business when you reach 
that particular time. 


By Mr. Stewart: 


. Q. May I ask if Canada was ever a heavy exporter of structural steel?— 
A. No, the largest exporting lines were raw materials, wheat, lumber, paper and 
so on. With the exception of a few manufacturers, it is only within these last 
two years, or perhaps the last three years, that Canada has really been looking 
for an export market from an industrial point of view. 


By Mr. Jaenicke: 


Q. Does not the export board permit token shipments?—A. Yes, but not as 
much as the manufacturers would like to have. 


Mr. Lresacm: That is the very reason we need the controls. 


By Mr. Isnor: 


Q. I should like to ask the witness two or probably three questions, each 
one hinging on his answer. I am particularly interested in the statement con- 
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cerning export business because of the effect it is going to have on the economy 
of our country. Your association has been operating for how many years?— 


A. Fifteen years. 


Q. In 1935, what would your export. business be as compared with to-day, in 
volume?—A. It would be about the same. 

@. How would it be in 1939 as compared with 1935? 
more so. 

Q. I beg your pardon?—A. It would be more in 1939 than in 1935. 

Q. Were you representing the same number of manufacturing firms?—A. No. 

Q. Then your volume of business to-day is just about the same as it was 
in 1935. Do you remember the total export business of Canada in 1938?—A. No. 

@. Do you know which place Canada occupied? You stated a moment 


A. That would be 


ago we were now in third place?—A. Yes. 


@. Were we in third place in 1935?—A. No. 

Q. Then, we are in a better position to-day, notwithstanding export con- 
trols?—A. Yes. P 

@. Than we were in 1938? 


Mr. Fiemine: Do you mean relatively or absolutely? 


By Mr. Isnor: 
Q. Relatively, we are in a better position to-day than we were in 1938?— 
A. Yes. 
Mrs. Strum: Mr. Bull, in giving us the over-all picture told us of the whole 
field of production under examination, that the allocation had been made on the 
ratio of 30 per cent to the export market and 70 per cent to the oka market, 


is that correct? 


Mr. Buuu: That is just a case in point; some are down as low as 5 per cent 
and some go as high as 380 per cent. It is based on our experience. Some industries 


were just entirely export and they carry a very much higher figure. Other indus- 


tries were normally very small exporters and we tried to hold something like the 


pre-war pattern on a percentage basis, taking account of the increased produc- 


tion in Canada at the present time. This gives us an increased volume, so we 
are actually exporting more than we have ever exported in our lives before. 

Mrs. Strum: On what basis did you give this 30 per cent? 

Mr. Butt: Just as a case in point; several of our commodities we have based 
on a 30 per cent figure. Some of our public utilities, toasters and ironers which 
have come in comparatively free supply and which we normally exported, we are 
continuing to export. We try to base it on what is necessary to maintain the 
domestic market and what is necessary to maintain our position in foreign 
markets. 

Mrs. Strum: It seemed to me that was a very generous ratio. 

Mr. Buuu: The over-all ratio for all of Canada is running about 35 per cent 
of our production going into export. Some industries go as far as 80 per cent, 
such as newsprint, and some go down to 2 or 3 per cent. 

Mr. Fueminc: Is that based on value? 

Mr. Buuu: That is on a value basis. 

Mrs. Strum: It is even a better picture than the one I wanted to present. 
It is a little more than a third, which means, in the over-all picture, the people 
at home are getting, roughly, twice as much as we are sending abroad. 

Mr. Buuu: That is right. 

Mrs. Srrum: It is a fairly good picture in view of the scarcities we are 


_ suffering at home. 
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By Mr. Macdonnell: 

Q. Could the witness give us the percentage of manufactured articles as 
distinct from raw materials exported?—-A. I am afraid I cannot. 

The CuatrMAN: Mr. Bull may be able to do that. 

Mr. Buu: I am sorry, I have not the over-all figures. I know the figures 
for some individual commodities, but I do not know what the average would 
be. I believe, in truck tires we are doing 90 per cent, that is based on 
a percentage of what we formerly exported. For motor cars, I believe it is 
something in the neighbourhood of 30 per cent. They go out in what we call 
a C.K.D. condition; they are incomplete. ‘These people are short the same 
materials as we are in trying to build motor cars in Canada. The motor cars 
go out without upholstery, many without bodies; they go out as a chassis and 
motor. On radios, I think we are doing 30 per cent. 

Mr. MacpoNNELL: Do you happen to know the case of tool steel, Mr. 
Bull? 

Mr. Buu: Yes. 

Mr. Macponne.u: It was suggested to me it was not in short supply. 

Mr. Buti: Tool steel is in an unusual position. We greatly expanded our 
production during the war. It is made in electric furnaces using various types 
of steel many of which are alloy steels which go in to be broken down. It is 
made from a type of scrap which cannot be readily used in the manufacture 
of carbon steel. There is a critical shortage of scrap for the manufacture of 
carbon steel, that is the common or garden variety of steel used for plates, 
sheets, tubes and that sort of thing. 


Tool steel is made from various metals made up from alloys. They can ~ 


take alloy scrap such as battle scrap, melt it down with an electric furnace 
and get the percentage of nickel and other alloys. They are the only people 
who can use that type of complex scrap. Therefore, we are virtually giving 
the tool steel industry a free hand on export. We give them blanket permits 
for as much as 20 million pounds. No serious requests for the export of tool 
steel have been denied. 

Mr. MacponneE.u: Will you explain why, in that case, the blanket permit 
is needed? 


Mr. Buu: It is difficult to check the tool steel for export. It saves the 


collector of customs a lot of work attempting to ascertain whether it is tool 
steel or carbon steel. We know the tool steel exporters and we give them this 
blanket permit. The only work, so far as the exporters are concerned, is the 
quoting of the 8.P.L. number on their B-13b form. There is really no serious 
restriction on these goods at all. 

The CHatrmMAn: What is the delay involved in imine these blanket 
permits? 

Mr. Buuu: There is no delay at all. We keep ahead of it. We give permits 
to them on a six months basis. If they run out during the six months, they tell 


us and we extend it or give them ancther large quantity. If we run out of steel 


we can put the finger on them and hold the goods in Canada. 


Mr, Marquis: If I am correctly informed, the price of steel, that is struc- 
tural steel in Canada, is three cr four cents a pound? 


Mr. Buti: That is right. It varies a great deal. It runs anywhere from $40 ' 


to $60 to $70 a ton. 
Mr. Marauis: In Canada we have a ceiling price? 
Mr. Butt: A ceiling price. 
Mr. Marquis: But in the United States there is no ceiling nee 
Mr. Butt: That is right. 
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_ Mr. Marauis: So, in the United States, steel reached a price of 10 to 12 
cents a pound? | 

Mr. Buti: We have been offered large quantities of steel in the United 
States for prices ranging as high as 12 cents a pound. 


Mr. Marquis: Therefore, if there were no export permit needed, all the 
steel could be sent to the United States at that price and the people of Canada 
would not be supplied at all? 


Mr. Buu: That is very true. 


The Cuarrman: Now, would you care to give the committee the particulars 
concerning the individual complaint made by the witness, namely, the export 
of bench vises? 


Mr. Buti: Mr. Marshall is a very good friend of mine, but is in a very 
unfortunate position in that his trade consists of these machine tools and steel, 
all these items in which the supply situation is critical. In the first part of his 
statement he stated that only 3 per cent of the orders he is getting have been 
filled because of the difficulty in getting export permits. Now, for the country 
as a whole, in the month of November, we handled 17,154 applications and we 
only refused 736. This means that for all the exported commodities across the 
board, we refused something less than 5 per cent of the applications which came 
in. This is just the reverse of Mr. Marshall’s experience. If he were in, for 
example, the silver fox fur business or some other commodity, he would 
experience no difficulty whatever. He just happens to be concentrating on the 
commodities which are in critical supply in Canada. 

On this question of bench vises, applications have been turned down on - 
bench vises fairly generally because the bench vise is an article of very simple 
manufacture. It is made from grey iron castings which, in turn, are made 
from pig iron. There is a definite shortage of pig iron. It is: one of the few 
commodities which are being allocated by the steel controller and doled out 
a carload at a time to essential users in Canada who can claim they need 
this pig iron. There is a minimum amount of machining going into a bench 

vise so the price, on export, is not a great deal more than the price of the raw 
steel going into it. These vises are going to Holland where we never sold 
bench vises in the past and it is very doubtful if we will ever sell them in the 
future. We have difficulty competing in an article of simple manufacture. 
We usually do much better in a complex piece, such as a generator or a motor. 
We can compete with the world on those items, but so far as the simple types 
are concerned, we cannot compete. 
Our steel controller looks on the bench vise as being very close to pig iron 
- and castings because of the minimum amount of machining and labour which 
goes into them. For that reason, he is_holding back on the permits. There is 
- no shortage of bench vises in Canada. There is a shortage of the raw material 
which goes into the manufacture of them. 
% Mr. Macponnetu: ‘That seems to me to introduce a very different and 
interesting principle. If I have understood you correctly, that seems to be a 
- question not of a shortage but of the steel controller determining it is not wise 
- for us to try to have certain kinds of manufacturing in Canada. Have I stated 
- it correctly? 
: Mr. Buti: I get your point exactly, but the problem is not that it is not 
wise to have that manufactured in Canada but that with the shortage of material, 
if not enough material to go around to satisfy all demands, it is in the best interests 
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_ of Canada to have that material go out say in an extrusion machine made 
ay by Modern Tool Works in Toronto, where it goes out at $1 a pound rather 
_ than to go out as a bench vise where it goes out at 30 or 20 cents a pound, 
the difference being labour, or go out in a complex piece of electrical machinery 
~ at $5 per pound, such as a watt hour meter. It is better to have it go out 


296 - STANDING COMMITTEE 


in that form rather than have it go out of the country in a form of simple 
manufacture or primary form. 

Mr. MacponngELu: I am not competent to have an opinion on it,- aa 
what you say sounds very persuasive as it always does, but I am still wondering 
whether if you accept the principle of token shipments sometimes one’s 
predictions do not come true. Could you say anything more on that? How far 
has that control discriminated in saying it is wise to do this and it is not 
wise to build that? I am very nervous about judgments of that kind because 
my own predictions are nearly always wrong, and I think perhaps other 
peoples are. 


Mr. Mackxrenziz: May I say a word? I am speaking now not of any 
particular item but I am talking of the general policy of those unfortunate 
people who have to administer export permits. Where we have a very small 
supply to meet a large demand we have to make some decision and some choice 
because everybody’s demands cannot be met. One of the guiding principles is 
that token shipments should go to those markets where.it appears that there 
will be some continuing value. Mr. Bull pointed out that in the case of these 
items which require a very small amount of manufacturing in Canada, and 
are only one degree removed from the raw material, it is highly improbable 
that under more normal conditions, if those ever come, that we will be able 
to compete with manufacturers much closer to the markets. Under circum- 
stances like that we would deliberately use our influence— 


Mr. MacpoNNELL: Power, not influence. 

Mr. Mackenzie: —to try to direct what limited supply there was to the 
markets where we thought there was some advantage. The witness has said 
that these export demands for this type of product are something entirely new. 
It is not business we ever had before. 

Mr. MacponneEtu: But prima facie one would think that you shuld 
encourage the new, would you not? 


Mr. Mackenzie: If there was enough to go around, but not if it involved — 


cutting off somebody else who had an established market and had a very good 
prospect of contimuing it. 

Mr. Macponneuu: We are talking on the basis of token shipments. I do 
not want to labour the point. I think perhaps I have talked about that enough, 
_ but I just leave that point with you. It seems to me that prima facie a thmg that 


"is new ought to be encouraged, and you might take a flyer on a token shipment 


on something that 1s new even though it did not look as if it were going to 
continue. 

Mrs. Strum: I am very much interested in this. Would it be correct to say 
that five years from now shipping these things to Holland we could not compete 
with Sweden, for instance, because they are very much closer to the market? 


Mr. Macxenziz: Nobody can predict with certainty what will happen, but ; 
there is every reason to believe that will be the situation. We will not be able — 


to compete in that type of product. 
Mr. Fraser: It would depend on the quality, too. 


Mr. Fueminc: There are two points I should like to make in that connection 
for Mr. Mackenzie’s comment. The first is this. Is the effect of that policy, as 
you have indieated, not to favour the existing producer at the expense perhaps 
of the new producer? Secondly, are you not prepared to admit that with the 
tremendous development during the wartime of our industrial potential and the 


admitted need of finding new markets we are looking not simply for extended 
markets for pre-war products but are looking for new markets for new products? 
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Mr. Macxenzim: I quite agree we are looking for new markets for new 
products. I was not speaking about established manufacturers or new manu- 
facturers. I was talking about the prospects of a continuing market. I am 
basing this whole thing on the fact that somebody has to make a decision and 
_ that there is not enough to go around. In other words, a choice has to be made. 

Mr. Irvine: If you were not making it who would be making it? That is 
what I should like to know. 

Mr. BreirHavurT: It seems to me that it is wise that the supply of material 
should be directed to the making of articles such as the motors mentioned by 
Mr. Bull. 

The CHaiRMAN: That is the important point, as it appears to me. Are there 
any further question the committee would like to ask Marshall? 


By Mr. Lesage: | 

Q. There is only one as far as I am concerned. You said at the beginning 
of your remarks that on account of the fact there was a system of control of 
exports your clients could export only 1, 2 or 3 per cent of what was asked for, 
not applied for but asked about. Then later on you mentioned that they could 
not export in 90 per cent of the cases. Which one is right?—A. In the first 
place we receive a lot of inquiries and orders that never go up to the Export 
Permit Branch at all. That is a very small percentage, as I have said, approxi- 
mately 3 per cent. 

Q. Then what is the 90 per cent for? I understood it was the same thing? 
—A. No. 

Q. What is it?—A. Would you repeat that aout the 90 per cent, please? 

Q. You mentioned 90 per cent, Mr. Marshall—A. Yes. 

Q. As being the percentage of .the demands that were made to your firm 

that you had to turn down yourself?—-A. The first one of 3 per cent would be 
generally on orders and inquiries coming in. We would handle about 3 per 
cent of them. Then you say about this 9 per cent— 
_ Q. Ninety per cent, that you would turn down on account of reasons firstly 
of short supply and secondly you could not secure permits——A. Now then out 
_ of those where we would have about 3 per cent we would put them in another 
category of articles that would go out to the export control branch or items we 
would be able to sell. Dioes that answer your question? 

Q. No, I still do not understand it. What is the difference between your 
90 per cent and 97 per cent, because I understood clearly that you were referring 
to the same demands and you changed your figures?-—A. I do not remember— 

Mr. Macponnexu: I think there was substantial agreement between Mr. 
- Bull and the witness that in this particular line that he was in by reason of 
shortages the department had to restrict them very seriously. 

Mr. Lesage: Right, but I want to know why he changed his figures. 

Mr. JACKMAN: May I say that I understood—although I may have under- 
stood incorrectly—that when the witness said that only 3 per cent of foreign 
orders could be filled he meant that of the total volume of business that we could 
export from Canada, apart from our basic raw materials, that only about 3 per 
cent of the potential actual demand could be fulfilled. I did not take it to mean 
that only 3 per cent of the applications were O.K.’d. 

Mr. Lesage: Not applications. 

Mr. JAckMAN: Ninety-seven per cent of these demands for steel and other 
things are remaining unfilled. 

Mr. Lesage: Then there would be 7 per cent difference between the potential 
demand and the demand itself, 
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Mr. Beuzitz: Following the line Mr. Lesage has taken Mr. Marshall stated 
that applications were sent to the department for permits in the number of 
about. 30 per week. That is right? 


The Witness: Yes. 


By Mr. Belzile: 
Q. And those applications were granted in the proportion of 50 per cent?— 
A. Yes. 
@. How many applications were declined in percentage? 
The CHarrMAn: Fifty per cent. 
Mr. Beuzite: He said some were postponed, too. 


By Mr. Jackman: 
Q. Fifty per cent were automatically granted?—-A. Fifty per cent were 
granted. 


By Mr. Belzile: 

Q. And some were postponed?—A. You have to make re-application. 

Q. What is the percentage of those?—A. Approximately 10 per cent 
re-applications. 

Q@. And then 40 per cent are declined?—A. Yes. 

Q. How does that 50 per cent of applications granted compare with that 
figure which you gave of 3 per cent or 10 per cent that you just gave Mr. 
Lesage? 

Mr. Irvine: You are making it very. clear. 


By Mr. Belzile: 

Q. You said you had inquiries made to your firm for millions and millions 
of dollars out of which goods could be exported in a proportion of 3 per cent. 
Then you said that applications sent in amounted to 30 a week of et 50 per 
cent were granted?—A. That is of the 3 per cent? 

Q. How does that 50 per cent of applications eranted compare with the 3 
per cent? 

Mr. Fiemine: That is the 3 per cent, is not not? 

Mr. Beuzite: I want to know what is the amount in dollars really repre- 
sented in exports of the 50 per cent granted? 

Mr. Lesage: What does the 50 per cent of your applications represent in 
dollars, in value, in a bol | 

The Witness: A year’s trade? : 

Mr. Fieming: You have got 30 a week. Stick to the week. 

Mr. Lesage: Let us say a week then. It is only 14 per cent of the total, is 
it not? 

The CHAIRMAN: I would hardly think it is fair to the witness to ask him to 
figure that out. 

Mr. Lesage: This is cross- examination. 

Mr. Fraser: It is not fair to the reporter, either. 


Mr. Beuztte: You mentioned that the export business is now stifled by the _ 


troublesome—that is the word you used— 
Mr. Lrsace: Stick to your question, what is the value of the 14 per cent? 


By Mr. Belzile: 


Q@. I want to find out what is the value of what goes out of Canada wide “ 


these permits that are granted?—A. I cannot tell you, but I will tell you this. 
We get inquiries for automobiles, stoves, lathes, machines, presses, sugar refining 
plants, various types of motors, any available quantity. 


BANKING AND COMMERCE | 299 


By Mr. Isnor: 


Q. I suppose you get inquiries for anything that is scarce in the world 
market?—A. Well, we get inquiries for what people are requiring. 


Mr. Marauis: The people in Canada. 


The Wirness: In many cases they know what they want. In a lot of cases 
they want so many motors. They want to find out if you can supply them with 
electric motors. Some of these countries want them in any available quantity. 


By Mr. Belzile: 


Q. There is a scarcity of goods all over the world now, and any available 
quantity of goods that could be shipped out of Canada would be very easily sold 
in the world market. That is a fact on account of the scarcity, but for that very 
reason do you not believe we should keep our own goods for our own people in 
the amount that we need?—A. From a selfish point of view, yes. 


Mr. Maraquis: What we absolutely need? Is that selfish? 
Mr. JAcKMAN: We must realize we have to pay for our oranges, our coffee, 


our sugar, and a great many imports if we want to have a balance left in this 
~ country. 
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By Mr. Fraser: 

Q. May I ask the witness this question? He said he had agents in 53 
countries and is receiving inquiries for goods from these 53 countries. If you do 
get the goods here do you ever have any difficulty with the countries to which you 
ship them allowing those goods in there?—A. No. 

Q. Do they restrict you on imports?—A. Yes. 

Q. That is what I am getting at. Some of these 53 countries restrict you on 
imports?—A. Yes. 

Q. On what kind of goods do they restrict you?—A. If we do not get an 
import permit— 

Q. You must get that first?—A. We do not make any further inquiries 
without one. 

Q. And your people, your agents, write to you, and they say they have an 
import permit?—-A. Yes, they send it to us. 

Q. They send that import permit to you?—A. Yes. That is our official 
O.K. to go ahead and try to secure the material. We then apply for our export 
permit and we submit the import permit to show that we have the necessary 
prmission to send it to the country in which our agent resides, the country 
with which we wish to deal. 

- Q. And the department know about that?—A. They have all the particulars, 
that it is all above board and shipshape. 

Q. And there is another question I would like to ask; you are in this 
exporters’ association; does the export association make suggestions to or advise 
the manufacturers in Canada as to what they should manufacture or ship; do 
they make suggestions of that kind, or is that done by the Canadian Manufac- 
turers’ Association? Do you keep them informed as to what you receive inquiries 
for?—A. No. Naturally, if a manufacturer wants to know what importers 
from other countries are interested in, if they want particular information 

regarding export demand, our association would do its best to supply the informa- 
tion for them. And I may add that we do the same thing for the Department of 
Trade and Commerce. Any time they want any information we get all we 
possibly can for them. The same thing is done by the Canadian Manufacturers’ 
Association. 

Q. Let us say that you receive inquiries for a certain line of goods. Do you 
go to the manufacturers and tell them that people in other countries are interested 

- in that sort of thing? Does the Canadian Manufacturers’ Association do that? 
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Or do you refer such inquiries to Mr. Mackenzie or Mr. Bull here in the depart-. 
ment?—A. No. We generally apply to the manufacturers and ask them if they 
can manufacture it or if they cannot manufacture it. 

Mr. Irvine: Mr. Chairman, I would like to ask the witness a question. 

The CuHatrMAn: Mr. Michaud has the floor. 

Mr. Micuaup: I came in late, Mr. Chairman, and I am not just sure 
who the witness represents. I understand he represents the association oi 
exporters and that he has come here to express the views of that association. 
Now, I am just going to ask you one particular question, because I am not in a 
position to go into detailed discussion of what has been given here. Considering 
the well-being of the people of Canada as a whole are you still of the opinion | 
that export control should be abolished? 

Mr. Irvine: The answer to that is, obviously, no. I was just wondering, 
Mr. Chairman; I do not think we are getting very far. I think we are using 
atomic bombs against the mosquitoes of objection. I think we ought to get on 
with the bill. | 

The CHarrmMan: We have Mr. Mackenzie with us to-day and he will supply 
some information asked for by the committee, if there are no further questions 
of this witness. 

Mr. Marauis: I have one question I want to ask, Mr. Chairman. 


By Mr. Marquis: 

Q. You stated, Mr. Marshall, that you had orders amounting to a million 
dollars, do those involve Canada only or foreign trade as well?—A. They all 
involve what is manufactured in this country. 

@. Do they apply to the needs of this country alone or to other countries 
as well?—A. Yes, it is needed all over. 

Q. You say it is needed all over; so in these inquiries here are demands 
for things by foreign countries which may be needed at home. What is the 
proportion of requests or requirements by foreign countries in this million dollars 
of inquiries which you say your association holds? 

Mr. JacKMAN: They are all from foreign countries. 

Mr. Fieminea: Yes, one hundred per cent. 

The Witness: They are all foreign countries. 


The CHAIRMAN: I do not think the witness understood your question, Mr. 
Marquis. I understand that his evidence to-day has dealt solely with the 
requirements of other countries. 


Mr. Marquis: I am sorry, Mr. Chairman; I aid not understand it that way. 


By Mr. Lesage: 
Q. As a matter of fact, all the inquiries which come to you come from abroad, 
do they not?—-A. They are all from abroad. 
Q. All from abroad?—A. Yes. 


Mr. BrerrnHaurr: I think the important thing in this whole discussion is 
the trend. I think I would like to ask Mr. Marshall this question. 


By Mr. Breithaupt: 

Q. Is it easier now to get export permits than it was let us say six months 
or a year ago?—A. Yes. 

Q. All right, then the trend is satisfactory. I think there is a balance here 
involving Canada’s export trade. We have to look to the future and take care 
of our own Canadian people as well. We also have to back up the Department 
of Trade and Commerce in their efforts to get a certain amount of exports to — 
help us hold our foreign trade.* The fact that we have not been able to ue . 
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certain things does not mean that we will not be able to export them in the 


.future. I think that if the trend is satisfactory, as Mr. Marshall has said, that 


with the change of our economy from war to peace we will have no difficulty 
securing permits in our endeavours to enlarge foreign trade. 


By Mr. Belzile: 

@. Mr. Marshall, you said in your statement that waiting for permits some- 
times had the result of cancelling orders, that orders were lost because of delay; 
you mentioned that, did you not?—A. Yes. 

Q. Have you figures to support that? Because if I understand your state-- 
ment correctly it means that while you are waiting for export permits, some of 
which were subsequently granted, business deals were called off; could you tell 
us what the percentage of business lost in that way amounts to?—A. I cannot 
give you any actual figures, but there is one thing I will say just to add to what 


-I have already said; after an inquiry comes in and we have to quote it is not 


easy to quote unless that we know we can get an export permit. In the meantime, 
by the time we do get export permit, even although it is only a matter of 
thirty-six hours or twenty-four hours, our price is too late. 


Mr. Rivrrer: [| think in fairness to the witness, Mr. Chairman, we ought to 
let him state whether he has any further representation to make to the committee. 


The Witness: No. 


By Mr. Jackman: 

Q. The witness said that now was a crucial time in the development of our 
export trade, particularly in relation to some of our newer manufacturing lines. 
May I ask him if it las ever come to his notice that some Canadian manufac- 
turers who might in the near future greatly desire to have an export outlet for 
some of their products do not even try to get into the export business because 
of the necessity of applying for permits and the other government regulations? 
Do you find that to be a stumbling block in the minds of some people who 
temporarily find a complete market for their product in Canada?—-A. Yes, when 
they come to these export permits they just pass the business up right away. 

@. I don’t suppose you would care to elaborate on that; or, can you 
elaborate on that at all?--A. No. There are a number of the smaller 
manufacturers who realize and appreciate that this domestic business will not _ 
last much longer at its present volume and they are turning to the export field 
for continued outlet. It is really something new for Canada. We have been 
shipping wheat, lumber and paper all over the world for many, many years, 
but this export field is going to be a very important asset for Canada in the years 
that are ahead; but a good many of these smaller concerns know that there 
is this export permit branch and it is inclined to make them feel that they 
just can’t export. 

Mr. JAckMAN: Mr. Chairman, I wonder if I might put to one of the 
department ‘officials a question which is prompted by a remark Mr. Irvine 
made. As I recall it, Mr. Irvine asked who decides what should be allowed 
to be exported; in other words, on whose authority is the decision made? One 
might ask that question at any time in our economy looking to either the long or 
short supply; who would decide what particular branch should be allowed to 
export; whether such export should be allowed, etc. As I appreciate it the 
ruling authority before the war, and I think this is pretty generally accepted 
and I think there is considerable authority for it, was largely the question of 
price. With that little preface to my question I should like to ask Mr. Mackenzie 
or Mr. Bull: how would you decide, let us say in the case of the steel industry, 
when controls should come off? When there is a glut of steel on the market here? 
How do you differentiate between the needs of the Canadian consuming public 
and their desires? For instance, none of us has ever been satiated with new 
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ways and new articles, we are always looking for more; we always want to 
increase our consumption because our desire is never satisfied. There is always 
something someone wants to buy. Let us take the case of steel, when and how 
would you say that export controls on steel should be removed? 

Mr. Macxenziz: Mr. Chairman, I tried to answer a similar question a 
couple of days ago. It is impossible to give a precise answer to a question of that 
nature. There is a continual process going on between officials on just that very 
problem. And as I gaid before, the officials of the Department of Trade and 
Commerce approach these things with a bias in the field of getting rid of export 
controls; the official responsible for domestic supply approaches with a natural 
bias to make sure that he has got an adequate supply in this country to meet 
the demand. You get these two groups together, or the representatives of the 
two groups, and a discussion is held and out of that discussion comes a recom- 
mendation. Now, there is no precise rule by which these decisions are reached, 
or by which these recommendations are prepared. They are in effect recom- 
mendations by officials to council either to do something to end export control, 
or to put it under export control. I think perhaps the answer to your question 
will come when we table, as we want to do today, a list of items that have 
been taken off control and a list of items that have been put back under 
control. Now, we can give you the commodities and the dates, and of course from 
that information as supported by our records you can probably ascertain the 
particular factors which influenced decisions at the time. But I really do not 
think it is possible to be precise. 


Mr. JAckMAN: I do not think it could be done mathematically, but there 
must be some authority under which it is done, something which enables you 
to decide when a control should be taken off or put on, when you make a 
recommendation to council that it should be done. Sometimes you find the 
ministers bringing down recommendations where they do not know very much 
about the reasoning behind them except that they are the recommendations 
of those in whom they placed their confidence. May I ask you this, if there 
were no export controls I presume those firms in Canada would do their exporting 
where they would get the longest price, the longest price being offered by 
importers of other countries, and that likely would represent the greatest need. 
That is the old system, and that would be what would happen if you did not 
have any controls here. 

Mr. Macxenziz: I would not like to speak for Canadian manufacturers. 
We can assume that a Canadian manufacturer endeavouring to build up. an 
export business would pay attention to a great many factors of which price 
would be one; but he would be equally concerned as to his prospects for continu- 
ing business relationships in the export field. There are so many factors that 
come into play there, I do not think that you could say that it was entirely 
or essentially a matter of the highest price. : 

Mr. Lesace: Some do it. 


By Mr. Jutras: i | 

- Q. I think the discussion sums up to this; Mr. Marshall recognizes the 
necessity of looking after the domestic market. If I understand correctly, he 
wishes to be in a position, or his association wishes to be in the position, of 
sending more token shipments out of the country at the present time by having 
the export control removed. I presume, Mr. Marshall, you have studied’ the 
domestic and world situation and you are satisfied that we can send more token 
shipments out of the country at the present time. Now, would you be in a 
position to state, generally, what increase in the percentage of exports we 
would be justified in giving at the present: time. 

Mr. Fiemtinea: In his line? 
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By Mr. Jutras: 
Q. No, generally. Perhaps I should make my point more clear. 
The CuHatrrMaNn: No, I think you have made your point quite clear. The 
witness will give you an answer in a moment. 

_ The Wrrness: I doubt if I could even give you any percentage. The only 
thing we, in this association, know is this; that we are really trying to build up 
Canada as an exporting nation. The more token shipments we can send out, the 
better it is going to be. So far as the actual percentage more which we desire is 
concerned, it would all depend upon the size of a man’s business at present as to 
how much he would want to send abroad. I could not possibly give you a 
definite answer to that. 


By Mr. Quelch: 


Q. Is it fair to say you would favour curtailing consumption in Canada in 
order to expand our exports?—A. Yes, to a point. 


By Mr. Fraser: 


Q. The same as is done in England?—A. Yes. In England the average 
manufacturing plant supplies 40 per cent to the domestic market and. 60 per 
cent to the export market. I know of firms in Canada, I know of a number of 
them, and they are not even considering 5 and 10 per cent for export due to the 
fact they are looking after the domestic market. 


By Mr. Stewart: 

Q. Is the reason for the large exports in the United Kingdom not entirely 
different from the position we have in Canada? The United Kingdom simply 
must have foreign exchange. 

Mr. Fiemine: So must we. 

Mr. Strwart: Not to the same extent. 

Mr. QuetcH: England has a very large unfavourable balance of trade. 

Mr. Stewart: England is looking forward to holding the markets she had 
before the war. 


By Mr. Rinfret: 

Q. The 5 per cent to which you referred as being exported in Canada and 
the 40 per cent being exported from England, do those figures refer to similar 
goods—as a matter of fact, I think it was 60 per cent you said?—A. Let me 
try to explain it this way: If I had a manufacturing plant in England, auto- 
matically, my figure—I do not know where it comes from—automatically the 
figure is 40 per cent to the domestic market and 60 per cent to export. ; 


By Mr. Michaud: 

Q. Would that be on all lines?—A. All lines. Here in Canada it is really 
taking us all of our time to get 5 or 10 per cent allocated for export. I am not 
talking about wheat, lumber and paper, because I do not know about them. 
In general, we will say, so far as the manufactured articles are concerned, the 
balance of it is going to the domestic trade, so the domestic trade is being 
well looked after. 


By Mr. Rinfret: 
Q. The answer to my question then, is yes, they are similar goods?— 
A. Yes. 
Q. We export less than 5 per cent whereas England exports 60 per cent?— 
A. Yes. 


By Mr. Marquis: 
Q. Is it not true that in Canada we export 35 per cent of our production, 
that includes everything? 
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Mr. Fiemine: You mean raw materials, now? 
Mr. Micuaup: Newsprint, do you consider that a raw material? 


Mr. Isnor: I should like to ask Mr. Mackenzie this question. Is it necessary 


for the minister to announce any change in regard to the removal from or putting 
on your list of an article? 

Mr. Mackenzie: Is it necessary for him to announce or is it necessary for 
him to make the decision? 

Mr. Isnor: Announce in the House. 

Mr. Macxkenziz: It is not the question of announcing of which I was 
speaking. The decision to put. things on the list or to take them off the list is 
in accordance with the order in council which provides that the Governor in 
Council takes action. 

Mr. Isnor: You have a list in your office and it is simply added to or 
removed from as the case may be? 

Mr. Macxenziz: That is right. 

Mr. Isnor: On a decision made by the officials? 

Mr. Mackenzie: I say recommendation made by officials to the Governor 
in Council. 

Mr. Isnor: A recommendation made in your office, and there is no announce- 
ment made in regard to that in the House as to particular items? | 

Mr. Mackenzie: It might well be that the House was not in session. It 
may be just an announcement to the trade, an announcement to the press. 
Ordinarily I do not think they are announced in the House. 

Mr. Jackman: It was not the Minister of Trade and Commerce to whom I 
had. reference. 

The Cratrman: Are there any further questions of the witness? If not, 
there is one question I should like to ask the witness. 


By the Chairman: 


Q. In answer to Mr. Jackman you stated that you believed the fact that 
export permits were necessary was deterring small manufacturers from seeking 
export markets. Would you elaborate on that, please, and tell me why you 
believe it has a deterrent effect with respect to small manufacturers?—A. First 
of all the small manufacturer is not altogether well versed in export. That is 
one of the reasons why recently you have had a lot of what they call export 
merchants and a few export agents taking over this business for them, but as 
far as the actual manufacturer is concerned, the export merchant and the export 
agent in Canada generally really would like him to export because we all have 
the feeling, as I said before, that in two or three years time we will want that 
export business. I am not talking against the Department of Trade and Com- 
merce because I am backing them up all over the world, but there is also the 
feeling all through the trade that this export permit department is definitely 
holding back the export business as we see it today. During wartime it was a 
different proposition, but now private enterprise feels that that was a war 
control, and we are in the second postwar year now. They are watching the 
domestic requirements, and they feel as though they want to get after this 
export business. 

Mr. Micuaup: More money. 

The Wirness: No, not more money. Do not think because you are 
exporting you can get more money. In some countries you can, but you are 
still up against competition with other countries. 


- By the Chairman: 
Q. What is there about the control that is discouraging to the small indus- 
trialist? A. It is a waste of time. To put it very bluntly it is just red tape. 
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Q. Have you any suggestions as to ways and means by which the system 


- ean be improved?—A. Yes, apart from taking it off. 


Q. What period of time do you think should be applied?—A. I think if 


_ we were given maybe a period of six months, or some specified time, that would 
help to ease the situation. 


Q. A period in which what is to be done?—A. For the permit branch to 
find out; or let the manufacturers, let the exporters generally, have time in 
which to find out what is actually short. We hear that we are short of a great 


_ many things, I think we should know what we are actually short on. 


Q. I am trying to find out what is wrong, and to find out from you if you 
can make any helpful suggestions to correct what may be wrong. What is there 
about the routine of applying for export permits that you think is harmful? 


Ts it the delay; is it the number of forms that have to be dealt with; or, what 


is the trouble?—-A. We think it is the delay. 

(). Tell us what delay occurs, then—A. Well, we cannot commit ourselves 
at all until we get permission from the export permit department that what 
we are interested in can be shipped out of the country. 

(. Yes, I agree with you; but what is the delay you are complaining about, 
what delay occurs?—A. It is more or less that decision, having to wait to 
find out. 

@. There is no delay at all there—A. There is delay in that particular 
end of it. 

(. You see, you made a statement, and I want to know the answer. 

Mr. Macponnetut: Mr. Chairman, is not this the position: You have 
somebody who wants to do business, somebody who is ready to close a deal, 
and it cannot be closed because they have to go to the department. I MAES 


that is what the witness has in mind. 


The CHArRMAN: It is not the delay in the department, it is the fact 
that the manufacturer cannot commit himself. 

Mr. JAmNIcKE: No, that is not right. I think what he means is the delay 
in pointing out whether a particular commodity is going to be allowed to be 
exported; is that what it was? : 

The Witness: There is a slight delay there, yes. 


By Mr. Jaencke: | 

Q. May I just ask the witness this: there is a published list of the 
articles on which you have to get export permits; do you know what articles 
require permits and what are on the free list?—-A. Yes. 

Q. You mentioned a moment ago— A. Sometimes they are changed. 

Q. You mean by that that the lists aré not specific enough?—A. Well, 
sometimes they are changed. First of all you are allowed to export and then 
you are not allowed to export and then a week later maybe you are able to 
export. 
Q. If you are notified more frequently of the lists of articles on which 
you need permits and those on the free lists do you think it would expedite 
your doing business?—A. Yes, it would. 

The CuHarrman: Gentlemen, before we adjourn: I understand that the 
departmental officials are now ready for us to deal finally with section 19 
of the Patent Act, and if the committee are willing we will devote the entire 
morning Tuesday of next week to patents, and Tuesday afternoon we will come 
back to the export-import permit bill. Is that satisfactory? 


Some Hon. Mremsers: Agreed. 
The CuHarrRMAN: Do you wish to sit this afternoon? 
Some Hon. Mremsers: No. 


306 STANDING COMMITTEE 


The Cuarrman: Then before we adjourn, on your behalf, I would lke 
to thank Mr. Marshall for taking the time and trouble of coming to our 
committee meeting and presenting the views of the exporters’ association. 


The Witness: Thank you, Mr. Chairman. 


The committee adjourned at 1.10 p.m. to meet again Tuesday morning next, 
March 25, at 11.00 o’clock am. | 
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MINUTES OF PROCEEDINGS 
Tunspay, March 25, 1946. 


The Standing Committee on Banking and Commerce met at 4.00 p.m., the 
_ Chairman, Mr. Cleaver, presiding. 


3 Members present: Messrs. Belzile, Fleming, Fraser, Hazen, Jackman, 
; Jaenicke, Lesage, Macdonnell (Muskoka-Ontario), Rinfret, Sinclair (Ontario), 
- Smith (York North), Stewart (Winnipeg North). 


In attendance: Mr. M. W. Mackenzie, Deputy Minister, and Mr. W. C. 
Bull, Director, Export Division, Department of Trade and Commerce. 


: 
a 
: The Committee resumed consideration of Bill No. 11, An Act respecting 
a and Import Permits. 


4 Mr. Mackenzie was called. He submitted answers to questions asked at 
_ previous sittings and filed statements which appear as Appendices “A”, “B”, “C”, 
q “D”, “EH”, and “F” to this day’s Minutes of Evidence. 


At 4.20 p.m., the Committee adjourned to meet again on Thursday, March 
97, at 11.00 a.m. 


R. ARSENAULT, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


House or ComMMoNs, 
March 25, 1947. 


The Standing Committee on Banking and Commerce met at 4.00 p.m. The 
Chairman, Mr. Cleaver, presided. 


| The Cuairman: Gentleman, as you are aware the object of the meeting 

this afternoon is to permit the tabling of answers to questions and the tabling 
_ of material promised by the Deputy Minister of Trade and Commerce, for the 
convenience of the members so you will have an opportunity of considering 
this material before our final meeting on Thursday morning. I have taken the 
matter up with the clerk of the committee and we hope to be able to have 
printed copies of the material tabled in your hands late to-morrow afternoon. 


Pree <. FL ~—s =. 


M. W. Mackenzie, Deputy Minister of Trade and Commerce, recalled: 


The Witness: Mr. Chairman, we were asked I think during the first or 
second meeting for a list of the commodities removed from export control during 
the period December 11, 1944, to March 15, 1947; December 11, 1944, being the 
peak period, the time when the greatest number of items were under control. 
We have here a list, classified by the same grouping as is used in the export 
permit regulations showing what items have been taken out from under control. 
This is followed by a second list of the items which were reinstated under export 
control during that’same period, December 11, 1944 to March 15, 1947. There 
is also a third list of the commodities added to the export control schedule 
during that same period. : 

We were asked as well for a list of the items under export control as a 
result of the Canadian government’s commitment under the International 
Emergency Food Control and other international contracts. We have prepared 
a list which we now table, but I should like to point out in that connection the 
fact of there being an international arrangement or a contract with the United 
Kingdom may be part of the reason. It may not be the whole reason. For 
instance, we have items here which were in short supply in any event, so we .- 
have headed the statement, 

_The following articles are under export control as a result, in part, 
of the Canadian government’s commitments under the International. 
Emergency Food Council, and the contracts made with the United 
Kingdom. | 

<j Mr. Fiemine: Will these be printed as an appendix or incorporated right 
into the proceedings? 

The CuarrMan: They will be printed as an appendix. 
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e The Wrirness: Mr. Fraser asked a question in connection with the export 
4 of confectionery to Newfoundland. I think this statement which I have meets 
_ the point. 


During the war, exports of confectionery to Newfoundland was substan- 
_ tially increased over normal pre-war shipments due to the presence of Canadian 
ce army, navy and air force personnel, and purchases by canteens operated by such 

agencies as navy, army and air force institutes, Y.M.C.A., Knights of Columbus 
and Salvation Army. With the removal of the troops surplus stocks were no 
- doubt disposed of through normal commercial channels. 
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Production of confectionery in Canada in 1946 amounted to 132,347,000 


pounds of which 3,919,400 pounds, or 3 per cent were exported to all countries 
in that period. Of the total exported Newfoundland received 972,712 pounds 
or three-quarters of 1 per cent of production. 

One question was raised, I think by Mr. Hazen, with regard to export 
control of clams and Atlantic salmon. I am not sure if that question was 
answered before, but the answer is that export control of those items was 
removed on December 18, 1946, and is included in the loose sheet amendment 
to the book which was distributed to the committee, “Export Permit Regula- 
tions.” It is just another indication of the impossibility of keeping a printed 
record up to date. 

I think those are the main questions which were raised. 

The CHarrMAN: I believe a question was asked as to what the United States 
has done and is doing in regard to export control. Have you any information 
on that? 

The WIrNEss: Me q have here a statement which appears in the Con- 
gressional Record of the United States which is a message from the President 
to Congress requesting the extension of export control for a period of one year. 
Would you care to have the President’s statement? 

The Cuarrman: I do not think the comment should go in, but I think the 
actual statement should go in. 

Mr. Macpnonneuu: Take it as read. 

Mr. Fuemine: I suppose it is very short. 

The Wirness: His message is actually three and a half pages long. . 

Mr. Firmine: We do not want the whole message, just the part dealing 
with this export. control. 

The Witness: It all deals with export-import control. 

Mr. Fuemine: All of it? Then, we ought to have the whole thing. 

The CyarrmMan: What is the date of it? 

The Witness: It appeared in the New York Times of March 20 of this 
year. I have not the exact date of his message but I would assume it was the 
19th, probably. 

The CHAIRMAN: Gentlemen, I will see that this material) is s printed, 

Mr. Fraser: May I ask a question? 

The CHAIRMAN: Our agreement was we would ask no questions. 

Mr. Fraser: I am sorry, I did not know about the agreement. 


Mr. Fiemine: I thought we were going to have a list of the commodities — 


which are under export control today. 
The Wirness: This has been tabled with the amendments. 
Mr. Fiemine: That is complete to date now? 


The Wirness: That was complete to the date it was tabled and there has 3 


been no change since it was tabled. 


The CHairMAN: I will endeavour to have all this material printed and in 
your hands late to-morrow afternoon. I thank you for coming. I have tried 


to keep my promise that it would only take a few minutes. The committee is v 


adjourned until Thursday morning at eleven. 


At 4.20 p.m., the committee adjourned to be resumed on Thursday morning, 4 


March 27, 1947, at 11.00 a.m. 


APPENDIX “A” 


List No. 1 


DEPARTMENT OF TRADE AND COMMERCE 
EXPORT PERMIT BRANCH 


CoMMopITIES REMOVED FROM Export ContTROoL DURING THE PERIOD 
DeceMBeR 11, 1944—Marcu 15, 1947 


Beverages, Distilled, All Kinds, 
including Whiskey, Brandy, 
Rum, Gin, Cordial and 
Liqueurs. 

Blueberries, Fresh or Frozen. 

Broom Corn. 

Essential Oils— 

Bergamot Oil. 
Cassia Oil. 
Eucalyptus Oil. 
Jasmine Oil. 
Lavender Oil. 
Lemongrass Oil. 
Neroli Oil. 
Patchouli Oil. 
Peppermint Oil. 
Sandalwood Oil. 
Essential Oils, N.O.P. 

Lac. 

Litmus and all Lichens. 

Patchouli Leaves. 

Quassia Juice. 

Sphagnum (Peat Moss). 

Parsnips, Fresh. 

Tomatoes, Fresh. 

Certified Seed Potatoes. 

Dried or Dehydrated Soups 
and Vegetables 

Horseradish. 

Mustard, Prepared and Ground. 

Vinegar. 

Yeast, N.O.P. 

Field Crops and Vegetable Seeds— 
Asparagus. 

Beans (Garden). 
Beet. 

Borecole or Kale. 
Broccoli (Sprouting). 
Brome Grass. 
Brussels Sprouts. 
Cabbage. 

Carrot. 

Cauliflower. 

Celeriac. 

Celery. 

Chewing’s Fescue. 
Citron. 

Clover, Sweet. 

Corn (Garden). 
Creeping Red Fescue. 
Cress, 
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Crested Dog’s Tail. 
Crested Wheat Grass. 
Cucumber. 

Egg Plant. 

Endive. 

Kohlrabbi. 

Leek. 

Lettuce. 

Manegel. 

Meadow Fescue. 
Millet. 

Musk Melon. 
Mustard. 

Onion. 

Onion Grass. 
Parsley. 

Parsnip. 

Peas (Garden). 
Pepper. 

Pumpkin. 

Radish. 

Red Top. 

Reed, Canary Grass. 


Rough Stock Meadow Grass. 


Rye Grass. 

Salsify. 

Sorghum. 

Spinach. 

Squash. 

Sudan Grass. 

Sugar Beet. 

Swede. 

Swiss Chard. 

Tall Oat Grass. 

Timothy. 

‘Tomato. 

Turnip. 

Vegetable Marrow. 

Vetch. 

Watermelon. _ 

Slender Wheat Grass. 

Western Rye Grass. 
Spices— 

Allspice. 

Cloves. 

Coriander Seed.” 

Cumin Seed. 

Fennel Seed. 

Ginger. 

Turmeric. 
Peaches. 
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Group 2—Animals and Animal Products. 


Ambergris. 

Candles. 

Cattle, ox and calf tail hair, including switches. 

Fleshings, tanners’. 

Gelatin Capsules, empty. 

Hog, cattle and horse hair, n.o. P. other animal hair, n. 0. ne 

Musk, of animal origin. 

Beef bladders. 

Beef bungs. 

Beef bung caps. 

Beef casings. 

Beef middles. 

Beef rounds. 

Hog bungs. 

Hog bung caps. 

Horsehair (Tails and Manes). 

Furs and Fur Skins. 

Clams, in the shell, shucked, or in any other form. 

Fish, Atlantic, n.o.p., dried, salted or pickled. 

Herring, Atlantic, salted, pickled or smoked, including pe but not 
kippers. 

Lobster, canned. 

Lobster Meat, fresh or frozen. 

Mackerel, salted or pickled. 

Salmon, Atlantic, fresh, frozen, salted or smoked. 

Salmon Pacific (White Spring and Red Spring varieties only), fresh, frozen, 
salted or smoked. 

Smelts, fresh, frozen, filleted or not. 

Canned anchovies. 

Canned clams, quahaugs and mussels. 

Canned crabmeat. 

Canned eels. 

Canned halibut. 

Canned lobster paste and tomalli. 

Canned fish paste, n.o.p. 

Canned shad. 


Group 3—Fibres, Textiles and Textile Products. 
Feather manufactures. 
Felt base floor coverings. 


Group 4—Wood, Wood Products and Paper. 

Balsa and manufactures. 

Barrels, kegs, casks and other similar containers of wood. 

Cooperage stock: barrel heading, hoops and staves, in the rough or 
manufactured. 

Pails and tubs of wood. 

Paper and board manufacturers, excepting facial tissues, sanitary pads, 
cellophane, toilet paper, paper towels and paper bags. 

Teakwood: boards, planks, logs and scantlings. 

Books, other than those to the Armed Forces. 

Cellophane. - 

Christmas trees. 
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Cork— | 

Cork, corkwood or bark, in a natural, ground, milled, or processed or 
semi-processed state. 

Cork products (of which cork constitutes fifty per cent or more by 
volume, or of which cork is the single component material of chief 
value) including bottle tops or crowns lined with cork. | 

Lignum vitae: logs, boards and lumber. 

Newsprint. 

Fine Papers. 

Facial Tissues. 

Sanitary Pads. 

Sandalwood. . 

Wood pulp, alphacellulose bleached, rayon and chemical grades. 
Wood pulp, soda. 

Wood pulp, sulphate and sulphite bleached and unbleached. 
Wood pulp, screenings. 

Wood pulp, chemical, other. 

All other wood pulp, including screenings. 

Wood charcoal. 


Group 5—TIron and Steel (including Alloy Steel) and Their Products. 


Iron ore and concentrates. 
Pig Iron. 
Automobile tire-service equipment and parts. 
Blanks for tool bits. 
Bolts, nuts, screws, rivets and washers. 
Cranes. 
Derricks. 
Dredging machinery. 
Dredging machinery parts. 
Electrical conduit. 
Elevators, freight and passenger and parts therefor. 
Fence posts. 
Flax machines of all kinds. 
Hoists. 
Laundry and dry-cleaning equipment and parts. 
Machinery and parts, n.o.p., over $25 in value. 
Metal and wood-working machine tools and machinery, other manufacturing 
machinery and parts, including— 
Drilling and boring machines (horizontal and vertical). 
Grinding machines. 
Lathes. 
Melting or casting furnaces and machines. 
Milling machines. 
Planers. 
Presses (hydraulic and mechanical). 
Reamers. 
Shapers and slotters. 
Bits and drills.of all descriptions. 
Broaching machines. 
Die machines. 
Dies. . ’ 
Draw benches. 
Engraving machines. 
Forging machines. 
Gear cutters. 
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Hobs. 
Honing machines. 
Jigs. 
Jig-boring machines. | 
Lapping machines. : 
Milling cutters. 
Machine tools, portable or non-portable. 
Machine-tool fixtures. 
Rolling-mill machinery. 
Stamping machines. 
Taps. 
Thread millers. 
Tools incorporating industrial diamonds. 
Welding sets. 
Wire-drawing machines. 
Used or rebuilt machine tools of any description. 
Oil well-drilling machinery and parts, including petroleum and gas-well 
equipment and parts. 
Petroleum refining machinery, equipment and parts. 
Plastic moulding machines and presses. 
Precision instruments— 
Gauges. 
Balancing machines. 
Testing machines. 
Measuring machines. 
Pumps, hydraulic, except for domestic use. 
Ferro-alloys. 


Group 6—Non-Ferrous Metals and Their Products. 

Aluminium—aluminium ores and concentrates, refined metal and alloys semi- 
fabricated and fabricated, scrap, salts and compounds, paint and inks 
containing aluminium in any form. 

Cerium—cerium metal, alloys, salts and compounds, and manufactures. 

Columbium—columbium ores and concentrates, metal and alloys (including 
ferro-columbium). 

Magnesium—magnesium ores and concentrates, metal and alloys semi- 
fabricated, scrap, salts and compounds. 

Mercury—mercury ores and concentrates, metallic mercury, salts and 
compounds. 

Silicon—silicon metal and alloys (including ferro-silicon). 

Selenium and Tellurium—selenium and tellurium residues, metal, salts and 
compounds. 

Strontium—strontium ores, salts and compounds. 

Thorium manufactures (including incandescent mantles). 

Zirconium—zirconium ores and concentrates, metal and alloys (including 
ferro-zirconium), sand, salts and compounds. 

Beryllium—beryllium ores and concentrates (except gem varieties), metal, 


alloys, scrap, salts and compounds. ‘ 
Bismuth—bismuth matte, slimes and residues, metal and alloys, salts and 
compounds. 


Bronze powder. 
Cadmitim—cadmium residues, metal and alloys, pigments, scrap, dross, salts 
and compounds. 


Carbide. 
Chromium—chorium ores and concentrates, ferro-chrome, pigments, salts and 
compounds. 
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Chromite refractories containing chromium in excess of 10 per cent in semi- 
fabricated or fabricated form. 

Cobalt—cobalt ores and concentrates, residues, metal and alloys (including 
stellite), salts and compounds. 

Manganese—manganese ores and concentrates, metal and alloys (including 

ferro-manganese, spiegeleisen, silico-spiegel and silico-manganese), salts 

5 and compounds. 

Molybdenum—molybdenum ores and concentrates, metal and alloys (includ- 
ing monel metal), semi-fabricated and fabricated, scrap, salts and 
compounds. 

Platinum Metals Group—platinum, iridium, osmium, osmiridium, palladium, 
rhodium, ruthenium-concentrates and residues, metals, alloys, manu- 
factures, scrap, salts and compounds. 

Spiegeleisen. 

Tantalum—tantalum ores and concentrates, metal and alloys (including 
ferro-tantalum), salts and compounds. 

Titanium—titanium ores and concentrates, metal and alloys (including ferro- 
titanium), pigments, salts and compounds. 

Tungsten-tungsten ores and concentrates, metal and alloys (including ferro- 
tungsten and tungsten carbide), semi-fabricated and fabricated, salts 
and compounds. 

Vanadium—vanadium ores and concentrates, metal, alloys (including ferro- 
vanadium), salts and compounds; petroleum ashes, soot and residues, 
containing vanadium. 


Group 7—Non-Metallic Minerals and their Products 


Carbon Electrodes. 

Carbon brushes and stock, carbon stoppers, lightening carbons and carbon 
products, N.O.P. 

Clays, not further manufactured than ground. 

Cryolite—Cryolite, natural or artificial. 

Gas, helium. 

Glass—cullet (broken glass), including ground glass. 
Demijohns or glass carboys, ‘bottles, decanters, flasks, Jars, phials and 

balls of glass. 

Glass, non-shatterable or bullet-proof. 

Glass optical, but not including spectacles or ordinary reading glasses. 

Glass, plate, window ‘and sheet. 

Glassware, table. 

Lamps and lantern chimneys of glass, over $50 in value Limestone, ground. 

Lime, N.O.P. 

Pyrites, iron. 

Jewels and Jewel Bearings, industrial. 

Pumice, Calcareous tufa, pumice stone and lava. 

Quartz crystals—Piezelectric and optical. 

Talc, steatite, soapstone and pyrophyllite, crude and ground. 
| Abrasives—Abrasive wheels of emery, corundum and garnet; 

artificial abrasives, crude and in grains; grindstones of natural and of 
artificial abrasives; sand-paper and other abrasive paper and cloth; 
other natural and artificial abrasives, hones and whetstones. 

Asbestos—Asbestos in primary forms, refuse, sand and waste; asbestos 
brake lining, clutch facings, gaskets, packing and all other manufactures, 
except roofing products and shingles. 

Chromite refractories. 

Diamonds—Industrial, including dust and hott 
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Earths, diatomaceous, infusorial and Fuller’s. 

Fluorspar. 

Ganister. 

Graphite—Amorphous, flake and crystalline, crucibles, retorts and stoppers. 

Graphite products, N.O.P. 

Magnesia refractories—Magnesia, including crude or calcined rock, excepting 
dolomite, containing magnesia in excess of 20 per cent in semi-fabricated 
or fabricated form. | 

Mica—Mica blocks, sheets and splittings, scrap and waste, and manufactures. 


Petroleum Products— 2 
(a) aviation motor fuel, i.e. ‘high octane gasolines, hydrocarbons and 

hydrocarbon mixtures (including crude oils) boiling between 75 
degrees and 350 degrees F. which, with the addition of tetra-ethyl 
lead up to a total content of 3 ¢.c. per gallon, will exceed 80 octane 
number by the A.S.T.M. Knock Test Method; or any material 
from which by commercial distillation there can be separated more 
than 3 per cent of such gasoline, hydrocarbons or hydrocarbon 
mixtures. 

(b) Other motor fuels and gasoline. 

(c) Lubricating oils. 

(d) Crude oils. 

(¢) Blending agents of petroleum origin, all kinds, including iso-octanes, 
alkylates, and hydrocodimers. 

f) Naptha, mineral spirits, solvents and other light products. 

g) Kerosene (including all burning oils) ; 

h) Gas oil, distillate fuel oil and residual fuel oil. 

(z) Lubricating greases. 

(7) Liquefied petroleum gases. 

(kK) Paraffin wax, refined and unrefined. 

(1) Petroleum asphalt (including road oil). 

(m) Petroleum and petroleum jelly. 

(n) Paraffin wax manufactures (including candles). 


Group 8—Chemical and Allied Products 


Calcium. chloride. 
Coal and pine pitch, burgundy pitch, and coal and pine tar. 


Cosmetics. 


Glycerin. 

Nitrie Acid. 

Perfumery. 

Proprietary medicinal products, packaged for retail sale, and in bulk form. 
Soda ash (sodium carbonate). | 

Toilet preparations. 

Cellulose, regenerated (cellophane) in sheets or otherwise. 
Copper sulphate, all grades, including blue vitriol or bluestone. 
Acetate or lime, or calcium acetate. 

Acid, pryroligneous. 

Agar-Agar. 

Charcoal, animal, N.O.P. 

Charcoal, vegetable and medicinal. 

Chenopodium. 

Coal tar chemicals used in connection with explosives, N.O.P. 
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- Drugs, herbs and leaves, roots.— 


Aconite, leaves and roots. 
Arnica, flowers, leaves or root, whole, granulated or powdered. 
Belladonne, crude, extracts and products thereof. 
Colchicum. 
Cube (timbo or barcasco) root, powder and extract. 
Digitalis seeds and digitalis compounds. 
Hyoscymus, crude and extracts thereof. 
Nux vomica, crude. 
Psyllium seed. 
Senna. 
Stramonium, crude, extracts and products thereof, 
Balsams. 
Explosives not included in Category VII of Group 10. 
Ferric ammonium oxalate (iron salt). 
Ferric chloride. 
Glycerophosphoric acid and glycerophosphates. 
Hexamethylene tetramine. 
Indigo, Indigo paste and extracts thereof. 
Iron liquor, being solution of acetate or nitrate of iron. 
Lecithin. | 
Liquor, red, being crude acetate of aluminum prepared from pryroligneous 
acid. 
Muriatic acid (hydrochloric acid). 
Sodium aluminium fluoride and products containing sodium aluminium 
fluoride. 
Acetic Acid and Acetic anhydride. 
Acetic Aldehyde. 
Acetone. 
Acids and Acid anhydrides, N.O. P. 
Activated carbon. 
Acrylonitrile. 
Aleohols and glycols, N.O.P. 
Amyl alcohol or fusel oil. 
Aniline. 
Aniline and coal tar dyes and intermediates, and other chemical preparations 
for dyeing or tanning, N.O.P. 
Aniline oil, aniline salts, alizarin and artificial alizarin. 
Argols and cream of tartar. | 
Arsenic trichloride. 
Arsenic salts and compounds, N.O.P., including arsenical medicinals. 
Arsenic acid and arsenious acid; products containing arsenic acid and 
arsenious acid. 
Arsenous oxide. 
Ascorbic acid. 
Atropine. 
Baking Powder. 
Barium chemicals. 
Benzyl chloride. 
Beta Naphthol. 
Biological products, animal or vegetable, N.O.P., for parenteral administra- 
tion, such as vaccines, antitoxins and serums. 
Bisulphate of soda or nitre cake (Sodium acid sulphate). 
Blueing, laundry. 
Borates. 
Borax, fused, and borax glass. 
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Boric acid. 
Bromides, crude. 
Bromine. 
Butadiene. 
Butly alcohol. 
Butly acetate. 
Butylene. 
Butyric alcohol (primary, secondary, tertiary). 
Caesium (cesium) salts and compounds. 
Caffein, caffein salts and compounds. 
Calcium arsenate and products containing calcium arsenate. 
Calcium carbide. 
Calcium cyanide, including crude cyanide. 
Calcium hypochlorite and products containing calcium hypochlorite. 
Calcium salts and compounds, N.O.P. 
Calcium silicide. 
Calomel and products containing calomel. 
Carbon bisulphide and products containing carbon bisulphide. 
Carbon black, including gas black. 
Carbon tetrachloride and products containing carbon tetrachloride. 
Casein, casein glue and other casein products. 
Casings, synthetic, for meats. 
Cementing preparations for repairing, N.OP. 
Cements for sealing cans. 
Chlorinated hydrocarbons, N.O.P. 
Chlorinated phenols, N.O.P. 
Chlorine. 
Chloroacetyl chloride. 
Chloroprene. 
Chlorobenzenes, N.O.P. 
Chlorotoluenes, N.O.P. 
Chlorpicrin, ethylene oxide, methyl bromide,- methyl formate, cyanides, 
or mixtures containing any of these. 
Chromium tanning mixtures. 
Coconut shell char in any form. 
Collodion. 
Copper carbonate and products containing copper carbonate. 
Corrosive sublimate and products containing corrosive sublimate. 
Creosote or dead oil. 
Cresylic acid and cresols. 
Cyanogen bromide. 
Dibutyl phthalate. 
Dichlorethyl ether. 
Dichlor-Diphenyl-Trichlorethane. 
Dicyanodiamide. 
Diethyl phthalate. 
Diethylene Glycol. 
Dimethylaniline. : 
Dimethy]! sulphate. - 4 
Dipentine. 
Diphenylamine. 
Dipropylphthalate. 
Drugs, herbs, and leaves, roots— 
Camphor, natural and synthetic. 
Menthol, natural and synthetic. 
Quinine barks, cinchona or other barks from which quinine may be 
extracted. 
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Red squill. 

Egg substitutes. 

Elixirs, tinctures, fluid extracts, ampoules and similar liquid solutions N.O.P. 
Ergot. 

Ethyl acetate. 

Ethy] alcohol. 

Ethyl chloride. 

Ethyl ether. 

Ethyl lactate. 

Ethylene. 

Ethylene alcohol (Ethylene glycol, diethylene glycol). 
Ethylene chlorhydrine. 

Ethylene dibromide. 

Ethylene dichloride and products containing ethylene dichloride. 
Ethylene glycol monoethyl ether. 

Formic acid. ; 
Formaldehyde and products containing formaldehyde. 
Gases, N.O.P. (liquefied, solidified, compressed). 
Guanidine. 

Guanidine nitrate. 

Hexachlorbenzene. 

Hexachlorethane. 

Homatropine. 

Hydrofluorsilicic acid. 

Iodine, iodine salts and compounds. 


- Tron blues (prussian blues, etc.). 


Isopropy! acetate. 

Isopropyl alcohol (isopropanol). 

Lacquer solvents. N.O.P. 

Lead arsenate and products containing lead arsenate. 

Liquid gum inhibitors for treating petroleum distillates. 

Liquorice extract and mass; 

Metaldehyde. 

Methyl alcohol (methanol) and derivatives. 

Methylamine. 

Methyl] chloride. 

Methylene chloride; 

Methyl ethylaketone. 

Methyl methacrylate. 

Methyl methacrylate fabricated products. © 

Monochloroacetic acid. 

Monohydrate copper sulphate and products containing monohydrate copper 
sulphate. 

Naphthalene and products containing naphthalene. 

Nitrocellulose, having nitrogen content of less than 12 per cent. 

Nitroderivatives of benzene, toluene, xylene, naphthalene and phenols. 

Nitroguanidine. 

Nitrous ether, sweet spirits of nitre. 

Oil of citronella. 

Omega chloroacetophenone. 

Organic mercurials and products containing organic mercurials. 

Organotherapeutical preparations, enzymes, ferments, etc., prepared from 
animal glands. 

Oxaliec acid, 

Ink, shoemaker’s, printing, rotogravure and writing. 

Paradichlorbenzens and products containing paradichlorbenzene. 
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Paraformaldehyde. : 

Paris Green, dry (copper acetoarsenite.). 

Pentachlorethane. 

Pentaerythrite. 

Perchlorethylene. 

Perchlorethylene. 

Peroxides of hydrogen. 

Phenol. 

Phenothiazine. 

Phosphoric acids. 

Phorphorus, ferro-phosphorus and compounds. 

Phthalic anhydride. 

Plasmochin. 

Polishes, automobile, metal and shoe. 

Polishes, wax, floor, wood and furniture. 

Preparations or chemicals for MISTaECe TINE dipping, spraying or fumigating, 
N.O.P. 

Propylene dichloride. 

Propylene glycol (methylethylene glycol). 

Pyroxylin plastics, cellulose acetate, cellulose ester plastics, including 
moulding compositions thereof, other synthetic plastic materials, N.O.P., 
and articles partially or fully fabricated therefrom. 

Quinine, quinine salts and compounds, including proprietary and non- 
proprietary preparations containing quinine. 

Refrigerants, gaseous (other than ammonia), N.O.P. 

Resins, synthetic, of all kinds, including synthetic resin moulding composi- 
tions made therefrom, and articles partially or fully fabricated there- 
from. 

Riboflavin. 

Rochelle salts (potassium sodium tartrate). 

Roots, medicinal, viz: alkanet, crude, crushed, or ground; calumba folia, 
digitalis, gentian, gensen, jalap, ipecacuanha, iris, orris-root, liquorice, 
sarsaparilla, squills, taraxacum, rhubarb and velerian 

Santonin. 

Scopolamine. 

Sodium arsenite and products containing sodium arsenite. 

Soda lime. 

Sodium acetate. 

Sodium bromide. 


Sodium chlorate and products containing sodium chlorate. 


Sodium cyanide. 

Sodium hydroxide (caustic soda or lye). 

Sodium hypochlorite and products containing sodium hypochlorite. 
Sodium silicofluoride and products containing sodium silicofluoride. 
Sodium sulphate (saltcake). 

Sodium salts and compounds, N.O.P. 

Stains and dressings, N.O.P. for wood, leather, etc. 

Stains, coal-tar colours. 

Styrene. 

Sulfacetamide. 

Sulfadiazine. 

Sulfaguanidine. 

Sulfanilamide. 

Sulfapyridine. 

Sulfathiazole. 

Sulphate of iron (Copperas). 
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Sulphide of arsenic. 

Sulphur, 

~ Sulphur chlorides. 

Sulphuric acid, all kinds. 

Sulphury! chlorides. 

Sulphuric ether; chloroform; N.O.P.; preparations of vinyl ether. 

Tannic acid. 

Tar acids and products containing tar acids. 

Tetrachlorethane. 

Tetrachlorethylene. 

Tetraethyl lead, pure tetraethyl lead, ethyl fluid or any mixture containing 
more than 3 c.c. of tetraethyl lead per gallon. 

Tetraethyl lead, compounds of, in which tetraethyl lead is the Pc ae 
constituent by weight (ethy] fluid). 

Thallium, 

Theobromine and salts thereof. 

Theophylline and salts thereof. 

Thiocyanates for insecticide purposes. 

Thiodiglycol. 

Toluol and light oil resulting from the distillation of coal tar. 

Trichlorethylene. 

Tricresyl phosphate. 

Triethanolamine. 

Tripheny1 yale tach 

Urea. 

Vanillin. 

Vinylidene chloride. 

Water softeners, purifiers, boiler and feet water treatment compounds. 

Xanthates. 

Xylol (xylene). 

All chemicals not enumerated elsewhere, except Rosin. 


Group 9—Miscellaneous. 

Aircraft parts, equipment and accessories. 

Aircraft pilot trainers. 

Aximuth (Astronomical) instruments. 

Bags, physicians’, tool, duffle and sports; musical instrument cases. 

Binoculars. | 

Brushes. | 

Buttons and parts, other than metal. 

Brooms, and whisks, of corn. 

Brushes, containing hog or pig bristles. 

Buttons and parts, of metal. 

Cartridges, .22 calibre and smaller 

Clocks, clock movements, watch cases and metal watch attachments. 

Luggage, all kinds, N.O.P., except all-leather-covered luggage, cases and 
bags. 

Luggage, bags, cases, all-leather-covered. 

Microscopes and accessories. 

Musical instruments, parts and accessories, except phonographs and record 
players. 

Musical instruments: phonographs, record players. 

NaVigation instruments, N.O.P. 

Optical elements. 

- Pencils, all kinds, including mechanical. 

Pens (commonly known as pen nibs). 
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Photographic and projection apparatus and supplies. 
Recording instruments, N.O.P. 

Rifles, revolvers and pistols, .22 calibre and smaller. 
Scientific and professional instruments, apparatus and supplies. 
Shotguns. : 
Shotgun shells. 

Tachometers. 

Telescopes. 

Umbrellas and umbrella frames... 

Fountain and stylographic pens, and parts thereof. 
Jewellery. 
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APPENDIX B 
Inst No. 2 


DEPARTMENT OF TRADE AND COMMERCE 
EXPORT PERMIT BRANCH 


‘ 


COMMODITIES RE-INSTATED IN THE Export CONTROL SCHEDULE DURING THE 
Prriop DECEMBER 11, 1944-Marcu 15, 1947 


Group 4—Wood, Wood Products and Paper 


Barrels, kegs, casks and other similar containers of wood. 
Wood charcoal. 


Group 5—Iron and Steel (including Alloy Steel) and Their Products 


Iron ore and concentrates. 
Pig iron. 
Automobile tire-service equipment and parts. 
Blanks for tool bits. 
Bolts, nuts, screws, rivets and washers. 
Cranes. 
Derricks. 
Dredging machinery. 
Dredging machinery parts. 
Electrical conduit. : 
Elevators, freight and passenger and parts therefor. 
Fence posts. 
Flax machines of all kinds. 
Hoists. 
Laundry and dry-cleaning equipments and parts. 
Machinery and parts, n.o.p., over $25 in value. 
Metal and wood-working machine tools and machinery, other manufactur- 
ing machinery and parts, including— 
Drilling and boring machines (horizontal and vertical). 
Grinding machines. 
Lathes. 
Melting or casting furnaces enti machines. 
Milling machines. 
Planers. 
Presses (hydraulic and mechanical). 
Reamers. 
Shapers and slotters. 
Bits and drills of all descriptions. 
Broaching machines. 
Die machines. 
Dies. 
Draw benches. 
Engraving machines. 
Forging machines. 
Gear cutters. . 
Hobs. 
Honing machines. 
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Jigs. 
Jig-boring machines. 
Lapping machines. 
Milling cutters. 
Machine tools, portable or non- -portable. 
Machine-tool fixtures. 
Rolling-mill machinery. 
Stamping machines. 
Wapsy 
Thread millers. 
Tools incorporating industrial diamonds. 
Welding sets. 
Wire-drawing machines. 
Used or rebuilt machine tools of any description. 
well-drilling machinery and parts, including petroleum and gas-well 
equipment and parts. 
Petroleum refining machinery, equipment and parts. 
Plastic moulding machines and _ presses. 
Precision instruments— 
Gauges. 
Balancing machines. 
Measuring machines. 
Pumps, hydraulic, except for domestic use. 
Ferro-alloys. 


ADDITIONAL 66 ITEMS PARTIALLY EXEMPTED BUT LATER 
RE-INSTATED. - 


Oil 


Group 6—Non-Ferrous Metals and Their Products 
Thorium manufactures (including incandescent mantles). 


Group 7—Non-Metallic: Minerals and Their Products 
Glass— 
Cullet (broken glass), including ground glass. 
Demijohns or glass carboys, bottles, decanters, foe jars, Chi ale and 
balls, of glass. 
Glass, plate, window and sheet. 
Lamp and lantern chimneys of glass, over $50 in value. 


Group 8—Chemical and Allied Products 
Pine pitch, burgundy pitch and pine tar. 
Glycerin. 

Casein. 
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APPENDIX “CC” i 


Inst No. 3 


DEPARTMENT OF TRADE AND COMMERCE 
Export Permit BRANCH 


Commopities AppEp To THE Export Conrrot SCHEDULE DurING THE PERIOD 
DrEcEMBER 11, 1944—Marcu 15, 1947 


Group 1—Agricultural and Vegetable Products 


Broom corn. 
Soybean flour (full-fat and defatted). 


Group 2—Animals and Animal Products | 


Animal glandular products, all forms, whether concentrated, liquid or desic- 
cated, including ox-gall (also known as ox-bile), sheep gall, hog gall 
and spleen. 

Fleshings— 

Calf fleshings. 
Cattle fleshings. 
Fleshing stock. 

_ Limed fleshings. 

Sulphide fleshings. 


Group 4—Wood, Wood Products and Paper 
Clothes pins. 
Doors, sash and millwork. 
Houses, pre-fabricated or pre-cut. 
Pickets, of wood. 
Piling, Douglas fir and western hemlock. ~ 
Piling, of wood, n.o.p. 
Poles, of wood, n.o.p. ! 
Sheathing and building papers, dry, saturated or laminated, over $25. 


Group 6—Non-Ferrous Metals and Thew Products 
Thorium and its derivatives, n.o.p. 


Group 7—-Non-Metallic Minerals and Their Products 


Aluminum nails and staples. 

Asbestos building products, n.o.p., over $25. 

Asphalt or tar roofing and siding products, floor tile and shingles, over $25. 
Coal. } , 
Coke (mineral). 


Group 8—Chemical and Allied Products 
Streptomycin. 


Group 9—Miscellaneous 
Brooms and whisks, of corn. : 
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APPENDIX “D” 


DEPARTMENT OF TRADE AND COMMERCE 
Export Permit BrancH 
CANADA 


The following articles are under export control as a result, in part, of the 


Canadian Government’s commitments under the International Emergency Food 
Council, and the contracts made with the United Kingdom:— 


International Emergency Food Council. 


Last I— 
1. Animal Feeding Stuffs. 
2. Cereals (rice, including rice starch and flour). 
3. Cocoa. | 
4. Fats and Oils (Edible and non-Edible, including all 01] bearing seeds, 
and soap). 
5. Nitrogenous Fertilizers. 
6. Fish (canned until March 30, 1947, salt until June 30, 1947). 
7. Meat (excluding poultry, rabbits and venison). 
8. Peas and beans. 
9. Seeds (red, white, crimson and alsike clover, spring vetch and 


perennial ryegrass). 
10. Sugar and Molasses. 


Inst II— 
Items not properly under I.E.F.C. allocation, but over which the Council 
closely watches the supply position, and prepares shipment programmes. 
1. Cereals (Wheat and wheat flour, barley, oats, rye, corn and grain 
sorghums). 
2. Vitamin A oils. 


Umted Kingdom Contracts. 


1. Meat and Meat Products—bacon and hams, beef, lamb and mutton, 
canned meat, hog casings, ox tails, beef and pork offals (livers, 
kidneys and tongues). 


. Dairy Products—Cheese, evaporated milk And skim milk powder. 
. Dressed poultry and eggs. 

. Dried peas and beans. 

. Flax Fibre. 

. Wheat and flour. 
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APPENDIX “E” 


DEPARTMENT OF: TRADE AND COMMERCE 
CANADA 


Export Permit BRANCH 
Confectionery— Newfoundland 


During the war, exports of Confectionery to Newfoundland were substan- 
tially increased over normal prewar shipments due to the presence of Canadian 
Army, Navy and Air Force personnel, and purchases by canteens operated by 
such agencies as navy, Army and Air Force Institutes, Y.M.C.A., Knights of 
Columbus and Salvation Army. With the removal of the troops surplus stocks 
were no doubt disposed of through normal commercial channels. 


Production of confectionery in Canada in 1946 amounted to 132,347,000 
pounds of which 3,919,400 pounds or three per cent were exported to all countries 
in that period. Of the total exported, Newfoundland received 972,712 pounds 
or three-quarters of one per cent of production. 


APPENDIX ‘“F’”’ 
EXTRACT FROM CONGRESSIONAL RECORD OF U.S.A. 


The text of the President’s message is quoted from yesterday’s Congres- 
sional Record as follows:— 


To the Congress of the United States—in my message to the Congress 
on January 31, 1947, concerning the extension of specified parts of the 
Second War Powers Act, I stated that it was desirable to delay any 
communication on the subject of the control of this country’s exports 
until it became clear whether or not an extension of such controls would 
‘be necessary beyond June 30, 1947. 

Further review of domestic and world supplies has now convinced 
me that this government must continue its control over the export of 
products in critically short supply here and abroad, in order to protect 
the economy of the United States, as well as to discharge our international 
responsibilities. The situation, although essentially temporary in 
character, will certainly remain acute for some time to come. 

As a result of the war, many nations have been stripped of essential 
supplies and their productive capacity has been curtailed. Foreign 
demands for these supplies are therefore extremely large. Prices of many 
commodities in other countries are far above present levels in the United 
States. Uncontrolled exports of food products would result in a marked 
increase in the already substantial burden of living costs borne by the 
American people. Unlimited export of feeds, seeds, and fertilizers would 
make extremely difficult the achievement of the food-production goals 
which we have asked American farmers to meet and would increase, the 
cost of production of farm products. 
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This country is the great undamaged centre of industrial production to 
which the whole world looks for materials of every kind. Our steel, lumber, 
building materials, industrial chemicals, and many other’ basic industrial 
commodities are sought throughout the world. Shortages of many of 
these commodities restrict our own domestic production of other essential 
products. Unrestrained export would inevitably limit the level of our own 
industrial production and employment. Furthermore, there are instances 
in which we wish to direct exports to those countries which produce 
commodities essential to our own economy. Thus, limited amounts of 
equipment have been directed to certain countries to increase the produc- 
tion of tin, hard fibre, sugar, and fats and oils. 

Serious as would be the effect of unlimited and completely undirected 
exports upon a nation still troubled by many shortages, our domestic 
problems are not the only ones which lead me to urge upon the Congress 
a further extension of export controls. The United States has become a 
nation with worldwide responsibilities. During a period of world short- 
ages, the distribution of this country’s exports has serious international 
significance. If we retain the ability to channel commercial exports of 
critically scarce materials, we can permit export of these products to 
countries whose need is greatest while still protecting the United States 
from excessive export drains. Our international responsibilities cannot be 
fulfilled without this machinery. In its absence, foreign purchasing would 
tend to be concentrated on those commodities in greatest world shortage. 
Not only would our domestic supply and price structure be seriously 
affected, but the commodities would go to destinations where the need 
is comparatively less pressing. 

Furthermore, we have granted loans and other monetary aid to 
nations whose existence must be preserved. These loans will accomplish 
their purpose only if the recipient nations are able to obtain critically 
needed supplies from this country. Export control is an important 
instrument in carrying out the purpose of these loan programmes. 

The record clearly shows that this authority over exports has been 
exercised in the past only with respect to those commodities in critically 
short supply and that, as rapidly as the supply situation has improved, 
commodities have been removed from control. The list of items subject 
to export control has been reduced from a wartime peak of over 3,000 
to approximately 725 on October 1, 1946, and approximately 500 at 
the present time. We will continue to remove export controls as rapidly 
as the supply situation permits. I look forward to the day when the 
United States and other countries can remove these interferences to the 
free flow of commodities in world trade. But the danger of immediate 
and complete decontrol in the face of. continuing domestic and world 
scarcities is too great for this nation to undertake at this time. 

I, therefore, recommend that the authority derived from the Export 
Control Act be extended for a period of one year beyond its present 
expiration date, June 30, 1947. It is essential that this extension be 
made well in advance of this date. Delay would prove unsettling to 
business and would handicap the planning and execution of our food and ~ 
other export programmes. Effective administration of the export control 
orders requires the assurance of continuity in operations. I urge upon the 
Congress prompt action in extending this authority. 
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MINUTES OF PROCEEDINGS 
Turspay, March 25, 1947. 


The Standing Committee on Banking and Commerce met at 11.00 a.m., 
the Chairman, Mr. Cleaver, presiding. 


Members present: Messrs. Argue, Arsenault, Belzile, Black (Cumberland), 
Breithaupt, Cleaver, Dechene, Dionne (Beauce), Fleming, Fournier (Maison- 
neuve-Rosemont), Jaenicke, Jutras, Lesage, MacNaught, Marquis, Mayhew, 
Michaud, Nixon, Pinard, Quelch, Smith (York North), Timmins. 


In attendance: Hon. C. W. G. Gibson, Secretary of State; Mr. J. T. Mitchell, 
Commissioner of Patents, Major J. H. Ready, office of the Judge Advocate 
General, and Mr. Christopher Robinson, Vice-President, Patent Institute of 
Canada. 


The Committee resumed consideration of Bill No. 16, An Act to nee The 
Patent Act, 1935. 


The Committee agreed to reconsider clause 4 and the amendments thereto 
adopted on March 6. 


A redraft of the said clause was submitted, viz: 


4. The said Act is further amended by inserting immediately after 
section nineteen, the following headings and sections:— 


GOVERNMENT OWNED PATENTS 


19a. (1) Any officer, servant or employee of the Crown or of a cor- 
poration which is an emanation of the Crown, who, acting within the 
scope of his duties and employment as such, invents any invention in 
instruments or munitions of war, shall, if so required by the Minister of 
National Defence, assign to such minister on behalf of His Majesty all 
the benefits of the invention and of any patent obtained or to be obtained 
for the invention; and any other person who invents any such invention 
may so assign to such minister on behalf of His Majesty all the benefits 
of the invention and of any patent obtained or to be obtained for the 
invention. 

(2) An inventor, other than an officer, servant or employee of the 
Crown or of a corporation which is an emanation of the Crown, acting 
within the scope of his duties and employment as such, shall be entitled 
to compensation for an assignment to the Minister of National Defence 
under this Act. In the event that the consideration to be paid for such 
assignment is not agreed upon it shall be the duty of the Commissioner 
to determine the amount of such consideration provided his decision shall 
be subject to appeal to the Exchequer Court. Proceedings before the 
Exchequer Court under this subsection shall be held in camera upon 
request made to the court by any party to the proceedings. 

(3) The assignment shall effectually vest the benefit of the invention 
and patent in the Minister of National Defence on behalf of His Majesty, 
and all covenants. and agreements therein contained for keeping the 
invention secret and otherwise shall be valid and effectual, notwithstand- 
ing any want of valuable consideration, and may be enforced accordingly 
by the Minister of National Defence. 
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(4) Any person who, as aforesaid, has made an assignment under this 
section to the Minister of National Defence, in respect of any covenants 
and agreements contained in such assignment for keeping the invention 
secret and otherwise in respect of all matters relating to the said invention, 


and any other person who has knowledge of such assignment and of such 


covenants and agreements, shall be, for the purposes of The Official Secrets 
Act, deemed to be persons having in their possession or control informa- 


tion respecting the said matters which has been en'trusted to them in 


confidence by any person holding office under His Majesty ‘and the com- 
munication of any of the’said information by such first mentioned persons 
to any person other than one to whom they are authorized to communicate 
with by or on behalf of the Minister of National Defence shall be an 
offence under section four of The Official Secrets Act. 

(5) Where any agreement for such assignment has been made the 
Minister of National Defence may submit an application for patent for 
the invention to the Commissioner, with the request that it be examined 
for patentability, and if such application is found allowable may, before 
the grant of any patent thereon, certify to the Commissioner that, in the 
public interest, the particulars of the invention and of the manner in which 
it is to ‘be worked should be kept secret. 

(6) If the Minister of National Defence so certifies, the application 
and specification, with the drawing, if any, and any amendment of the 
application, and any copies of such documents and drawing and the patent 
granted thereon, shall be placed in a packet sealed by the Commissioner 
under authority of the Minister of National Defence. 

(7) The packet shall, until the expiration of the term during which 
a patent for the invention may be in force, be kept sealed by the Com- 
missioner, and shall not be opened save under the authority of an order 
of the Minister of National Defence. 

(8) The sealed packet shall be delivered at any time during the 
continuance of the patent to any person authorized by the Minister of 
National Defence to receive it, and shall if returned to the Commissioner 
be kept sealed by him. 

(9) On the expiration of the term of ‘the patent, the sealed packet 
shall be delivered to the Minister of National Defence. 3 

(10) No proceeding by petition or otherwise shall lie to have 
declared invalid or void a patent granted for an invention in relation to 
which a certificate has been given by the Minister of National Defence 
as aforesaid, except by permission of the said Minister. 

(11) No copy of any specification or other document or drawing, By 
this section required to ‘be placed in a sealed packet, shall in any manner 
whatever be published or open to the inspection of the public, but, save 
as in this section otherwise directed, the provisions of this Act shall apply 
in respect of any such invention and patent as aforesaid. 

(12) The Minister of National Defence may at any time waive the 
benefit of this section with respect to any particular invention, and the 
specification, documents and drawing shall be thenceforth kept and dealt 
with in the reoular way. 


(13) No claim shall be made in respect of any infringement of a 


patent which occurred in good faith during the time that such patent was 
kept secret under the provisions of this section; and any person who, before 
the publication of such patent, had in good faith done any act which, 
but for the provisions of this subsection would have given rise to any such 
claim, shall be entitled, after such publication, to obtain a licence to 
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manufacture, use and sell the patented invention on such terms as may, 
in the absence of agreement between the parties, be settled by the Com- 
missioner or by the Exchequer Court on appeal from the Commissioner. ~ 

(14) The communication of any invention for any improvement in 
munitions of war to the Minister of National Defence or to any person 
or persons authorized by the Minister of National Defence to investigate 
the same or the merits thereof, shall not, nor shall anything done for the 
purposes of the investigation, be deemed use or publication of such 
invention so as to prejudice the grant or validity of any patent for the same. 

(15) In order to preserve ‘the safety of the state, the Governor in 
Council may make rules and regulations for the purpose of insuring secrecy 
with respect to any application or patent for an invention relating to any 
instrument or munition of war, considered to be an invention vital to the 
defence of Canada, and whether assigned under the provisions of this 
section or not. 


“19p. If by any agreement between the government of Canada and 
any other government it is provided that the government of Canada will 
apply the provisions of the last preceding section to inventions disclosed in 
any application for a patent assigned or agreed to be assigned by the 
inventor to such other government, and the Commissioner is notfied by 
any minister of the Crown that such agreement extends to the invention 
in a specified application, such application and all the documents relating 
thereto shall be dealt with as provided in the last preceding section, except 
subsection two thereof, as if the said invention had been assigned or 
agreed to be assigned to the Minister of National Defence. 


PATENTS RELATING TO ATOMIC ENERGY 
“19c. Any patent application for an invention which, in the opinion 
of the Commissioner, relates to the production, application or use of atomic 
energy shall, before it is dealt with by an examiner appointed pursuant 
to section six of this Act, ‘be communicated by the Commissioner to the 
Atomic Energy Control Board.” 


On motion of Mr. Fleming, sub-clause (15) of the said redraft was deleted 
and the following substituted therefor: 

The Governor in Council, if satisfied that an invention relating to any 
instrument or munition of war, described in any specified application for 
patent not assigned to the Minister of National Defence, is vital to the 
defence of Canada and that the publication of a patent therefor should 
be prevented in order to preserve the safety of the state, may order that 
such invention and application and all the documents relating thereto 
shall ‘be treated for all purposes of this section as if the invention hadi been 
assigned or agreed to be assigned to the Minister of National Defence. 


(15). On motion of Mr. Fleming, the following new sub-clause (16) was 
adopted: 

The Governor in Council may make rules under this section for the 
purpose of ensuring secrecy with respect to applications and patents to 
which this section applies and generally to give effect to the purpose 
and intent thereof. 

Clause 4, as amended, carried. 
Clause 14 of the Bill, as amended on March 6, was, by unanimous consent, 
reconsidered and further amended to read as follows: 

Sub-sections two, three and four of section thirty-five of the said Act 
are repealed and the following substituted therefor:— 
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(2) The specifications shall end with a claim or claims stating 
distinctly and in explicit terms the things or combinations which the 
applicant regards as new and in which he claims an exclusive property or 
privilege. 

(3) When the number of claims in an application exceeds twenty a 
prescribed fee shall be imposed for each claim in excess of that number, 
provided that when the number of claims wn an application for reissue 
exceeds the number of claims granted in the original patent an additional 
fee shall be wmposed only for each claim over and above twenty in excess 
of the number of claims granted in the original patent. 


The Committee then considered a new clause to the Bill as suggested and 
recorded in the Minutes of Proceedings of March 11, page 156. 


On motion of Mr. Fleming, the said new clause was amended by deleting 
the words ‘thirty-first day of March, 1947” at both places where they appear, 
and substituting therefor the words “date this Act comes into force’. The clause 
was adopted as amended. 


The following new clause was also adopted, viz:— 


Section nineteen of this Act shall come into force on the first day of 
May, 1947. 


Ordered,—That the Chairman report the Bill as ete 
On motion of Mr. Marquis, 
Ordered,—That the Bill be reprinted as amended. 


In the course of this day’s proceedings Messrs. Mitchell, Robinson and 
Major Ready answered questions on the several amendments presented. 


The Committee adjourned at 12.15 p.m., to meet again at 4.00 p.m., this dav 


R. ARSENAULT, 
Clerk of the Committee. 


(For minutes of proceedings and evidence of meeting held at 4 p.m. this 
day, see No. 11). 
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MINUTES OF EVIDENCE 


Hovusp or COMMONS, 
March 25, 1947. 


The Standing Committee on Banking and Commerce met this day at 11.00 
am. The Chairman, Mr. Hughes Cleaver, presided. 

The CHarrman: Gentlemen, we have a quorum. The meeting called this 
morning is to deal with the patent bill No. 16. The members of the committee 
will recall that sections 3 and 4 of the bill were allowed to stand in an endeavour 
to redraft a satisfactory definition for a war patent which would be sufficiently 
narrow to exclude from its effect all industrial patents which were not intended 
to be covered. You will find in the reprinted bill which you have before you 
that subsection (15) of section 194 has been redrawn. In its present form it 


‘meets with the approval of the Commissioner of Patents and both of the inter- 


ested ministers, the Secretary of State and the Minister of National Defence. 
Subsection (15) is short and I should like to read it. 

In order to preserve the safety of the State, the Governor in Council 
may make rules and regulations for the purpose of insuring secrecy with 
respect to any application or patent for an invention relating to any 
instrument or munition of war, considered to be an invention vital to the 
defence of Canada, and whether assigned under the provisions of this 
section or not. 

Are there any questions in regard to this? 
Mr. Lusacr: Would it be more satisfactory if Major Ready were to say a 
few words as to the necessity for this section? Were there any cases during the 


~ war in which you had to force the secrecy of some applications? 


Major Reapy: I am afraid I am not in a position to discuss the technical 
necessity for it. 
The CuatrmMan: I think, perhaps, the Commissioner of Patents could answer 
that question. ; 
Major Reapy: Other than the fact you might want me to quote the cable 
from England which we received. I have been requested to read a cable which 
was received on the 17th of March from England and which will show that 
England as well as the United States is interested in what we are doing with 
regard to secret patents. 
Paragraph 1: In respect to patent security for inventions of minister 
of supply, understand emergency order 19 expires March 31, 1947. 
Paragraph 2: On expiratory present security minister supply anxious 
ascertain position regarding patents at present prohibited from publication. 
This has reference to patents which England has forwarded to Canada. 
Paragraph 3: Advise will secrecy be maintained on existing cases. 
Can new secrecy orders be issued after 31st of March. 
That relates to patents which they contemplate sending to Canada for the 


use of the minister. 


Subparagraph (c): What safeguards does Canada propose to main- 
tain in respect of patents held under security in U.K. for which corres- 
ponding patent applications are filed in Canada. 

Paragraph 4: Existing U.K. emergency defence regulations have been 
extended to the 3rd December, 1947, and may be reviewed at that time. 

Paragraph 5: Confirm immediately that no security patent will be: 
released without reference to supply minister. 
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That paragraph again refers to English patents or specifications which have 
been forwarded to the commissioner for his retention on a secret list. . 

We have also had the same type of enquiry from the United States request- 
ing information as to what the Commissioner of Patents intends to do with 
those applications which have been in his. possession and hheld secret as well as 
with any further applications or specifications which the United States might 
forward to Canada for the use of the department. 

The CuatrMAn: Mr. Robinson, have you any further representations which 
you wish to make to the committee before we deal with these sections? 


Christopher Robinson, Vice-President, The Patent Institute of Canada, 
recalled: 


The Wrirness: I would propose, Mr. Chairman, that subsection (15) as 
printed in the bill be redrafted to provide for an order in council when an 
application is to be made, rather than general regulations under which orders 
for secrecy may be made. That is the basis of the draft which you have before 
you, Mr. Chairman; would you like me to read it? 


The Cuatrman: I did not see it until two minutes ago and I do not suppose 
any member of the committee has a copy of this proposed draft. I think you 
had better read it. 

Hon. Mr. Grsson: I might say, gentlemen, Mr. Robinson brought in a new 
_ draft-for subsection (15) which he took up with the Minister of National Defence 
to ascertain whether it would meet his requirement. I received a note from Mr. 
Claxton approving of this draft to replace subsection (15) of section 19A as it 
appears in the March 20th redraft of bill 16 and stating that he will notify Mr. 
Cleaver. I understand Mr. Claxton has not notified you. 

The CHAIRMAN: No. 


Hon. Mr. Gipson: Mr. Robinson interviewed him and that is the note I 
received. 


By Mr. Lesage: 


3 Q. If I understand your amendment, you come to the same point. You 
prevent the Governor in Council from making any rules or regulations to ensure 
secrecy. 


Hon. Mr. Gisson: I think perhaps I will read your draft, Mr. Robinson, as 
submitted for subsection (15). It is as follows: 

The Governor in Council, if satisfied that an invention relating to any 
instrument or munition of war, described in any specified application for 
patent not assigned to the Minister of National Defence, is vital tothe 
defence of Canada and that the publication of a patent therefor should 
be prevented in order to preserve the safety of the State, may order that 
such application and all the documents relating thereto shall be treated 
for the purposes of this section as if the invention had been assigned or 
agreed to be assigned to the Minister of National Defence. 


Mr. JAmNIcKE: The Governor in Covncil would still have to make regulations 
for the guidance of the Commissioner of Patents. How does the Governor in 
Council know an invention should be kept secret unless there are some rules 
and regulations by which the Commissioner of Patents informs the Governor in 
Council? é | : ‘ 

The CHatrMAN: I think we should hear from Mr. Robinson as to the reason 
why he feels everything should wait, with respect to secrecy, until a certain event 
happens, then the Governor in Council should pass an order in council with respect 
to each individual patent. 
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The Wirness: Mr. Chairman, the point is this: as was indicated by the 


Witnesses at the last hearing of the committee, the difficulty that was felt about 


general secrecy regulations for non-assigned patents was that they might be 
thought by inventors to be a discouragement to disclosing to the Minister of 
National Defence for fear, as a result of that disclosure which could take place 
only by- a voluntary act, that is either by direct disclosure or the filing of an 
application, the inventors would lose the benefits of their inventions because, 
obviously, an order for secrecy could mean an inventor might not be able to 
exploit his invention or disclose it to anyone. The proposed redraft is designed 
to name the security that is necessary for the exceptional case of which various 
witnesses have spoken but, at the same time, reduces as far as possible the 
undesirable effect of a provision which provides now for general regulations 
which would be passed once and for all, then dealt with purely administratively. 
It represents a compromise between the views of the witnesses which were put 
forward at the last meeting of the committee, who really suggested that no 
provisions of this kind were necessary at all and the views of the other witnesses, 
particularly for the Department of National Defence, who thought some 
provision was necessary to deal with the exceptional case of which they spoke 
as being something which might arise only once in ten years or so. 


Hon. Mr. Gisson: May I interrupt you for a moment? Is your complaint 
that, if the Governor in Council makes rules and regulations for the ensuring 
of secrecy, those rules and regulations would then be interpreted by, perhaps, a 
minor Official in the Patent Office who would apply them to certain inventions 
which such official considered to be essential to the safety of the State? 


The Witness: That was, in effect, the point. An important thing such as 
that, considering it arose so rarely, might well be dealt with by order in council. 


By Mr. Marquis: 


@. The effect of an amendment such as that will be to multiply the orders 
in, council instead of having one regulation?—A. I understood the witnesses who 
had spoken of the necessity for some supervision indicated it would only be the 
extremely rare case when resort to a provision of this kind would be necessary. 
I gathered that was the whole point in the representations which were made. 


Mr. Fremtine: Mr. Chairman, may I ask Mr. Robinson a question? I follow 
your redraft of subsection (15) until you reach the concluding clause. I am not 
clear yet as to the extent of its application. = ates 

—may order such application and all the documents relating thereto 
shall be treated for the purposes of this section as if the invention had been 
assigned or agreed to be assigned to the Minister of National Defence. 

Does that mean we incorporate the effect of the sections dealing with compensa- 
tion and any other matters, as well as those dealing specifically with the ensuring 
of secrecy? 

The Wrrness: No, because the compensation section deals only with the 
consideration to be paid for an assignment of an invention. The concluding 
clause of the redrafted section (15) would apply, or would have the effect of 
applying subsection (5) and the following subsections of section 19a. 

Subsection (5) says, 

“Where any agreement for such assignment—” and so on, the min- 
ister may present an application and may certify it. Now, the concluding 
clause of subsection (15) says that the application and all the documents 
relating thereto shall be treated as if the invention had been assigned. In 
other words, it would empower the minister then to give his certificate 
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provided in subsection (5) that the particulars of the invention should 

be kept secret, and it would apply to the following provisions of section 

194 concerning the sealed packets delivered only to authorized persons. 

Mr. Lrsace: You would have to compensate the inventor or it would not be 
fair. If the inventor cannot use his own invention, you would have to compen- 
sate him. He cannot use it if it is secret. In the United States, it is done in © 
that manner. 


The Witness: The present section does not provide for compensation. If 
the members of the committee feel that compensation could be given, certainly 
we would think it desirable. That was not put forward because an attempt was 
made to keep as close to the printed provisions as possible. Personally, I would 
certainly favour a provision for compensation in those cases. 


Mr. Fiemine: Mr. Chairman, just dealing again with the specific terms 
of the redrafted subsection (15), I am still not convinced that this redraft does 
not incorporate the other provisions of section 19, including the provision for 
dealing with compensation. 

Now, the effect of an application of secrecy by the Governor in Council in 
the case of an application for an invention in relation to munitions of war, is 
to incorporate, by reference, all the provisions of this section and to be treated 
as though it had been assigned. Applying subsection (2) it surely means, then, 
by reference, that the applicant for that particular patent is treated as though his 
application had been assigned or agreed to be assigned to the Minister of 
National Defence. Under subsection (2) if the inventor and the minister cannot 
agree on the compensation, then it goes to the Exchequer Court to determine the 
compensation. 

Hon. Mr. Gisgon: I think you are right on that. 


Mr. Fiemine: With respect, I do not quite follow Mr. Robinson when he 
says some of the provisions of section 19 would apply in that event, and not 
others, because if it is treated as if an assignment had been made or there was 
an agreement to assign it, then, for all purposes under the section, I do not see 
how you exclude the application of subsection (2). 


The CHatrRMAN: Certainly, if any doubt arose, an inventor could bring 
himself within the provisions of subsection (2) by assigning. 
Mr. Fuemine: If the Governor in Council wanted an assignment. 


By the Chairman: 


Q. Mr. Robinson, you have already been asked this question but I want to 
be absolutely sure I understand your answer. Do I understand your objection 
to subsection (15) as it appears in the redraft of the bill under date of March 
20th, is that the discretion to be exercised would be exercised by an official in 
the department instead of by the minister?—A. Our point, Mr. Chairman, was 
that in a very exceptional case of this kind, the discretion is one which should be 
exercised by the minister rather than administratively. 

Q. Yes. Then, would not the same result be achieved by inserting the words, 
“py the Minister of National Defence,” in line 36 of the reprint after the word 
“considered”. | s 

Mr. Lesage: I think it would be well to have an order in council passed 
every time we force an assignment. It may only happen once or twice in ten 
years. 

The CHAIRMAN: My point is this, Mr. Lesage, this subsection (15) of section 
19A has been drafted by Dr. Ollivier and the committee is convened for the 
purpose of approving this section. Now, at the last minute, without any 
opportunity on the part of Dr. Ollivier to check the drafting of the subsection, 
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we have a brand new subsection brought to the committee. I do not want to 
have to adjourn this matter again and recall the committee. If we can agree 
on the addition of a few words to the draft as we have it, I would consider we are 
on perfectly safe ground. 

The Wirness: I may say Dr. Ollivier has seen it. 

The CuHatrMan: Why has everybody but the committee seen it? 

The Witness: I had gathered from Mr. Claxton he would inform you of it. 

Mr. Fiemine: I think we are all agreed that we desire to bring this matter 
to a finality. On the other hand, I think the committee is in the same position 
with respect to the amendment just introduced by Mr. Robinson, and with respect 
to the draft in the reprinted bill because I think, outside of one or two, no one 
has seen that draft before coming to this meeting. For my own part, I approach 
this with a feeling that I do not want, as I have indicated in earlier meetings, to 
give to the Governor in Council under the guise of power to make rules and © 
regulations what is, in fact, the power to legislate. If this present redraft of 
Mr. Robinson’s is acceptable to the minister and provided we can clarify this 
matter to the satisfaction of the committee, it seems to me it disposes of any 
fear that the subsection does give the power to legislate. 


The Cuatrman: I have sent for Dr. Ollivier, but I think the Commissioner 
of Patents should have a few minutes to consider this proposed amendment 
carefully. Mr. Mitchell had no word of it and had not seen it until coming 
here this morning. 


Mr. MircHeLtt: When an application is filed there is no provision in this 
section for it to be held in secrecy. The whole office will have access to it. 
Now, until an application is considered by the office and the office requests a 
technical officer from the Department of National Defence to call at the office 
to review the application, no one knows whether it is an application which 
should come within this category of subsection (15) or not. There is no provision 
made here for the office consulting with senior officers or technical officers of 
the Department of National Defence. I think such provision should be made. 
I think that section as it appears in the reprinted bill is just as effective as 
this redraft. It would only be one order in council and it would not be exercising 
a great deal of discretion because it would be exercised only on the authorization 
of the Department of National Defence and the technical officers of that 


_ department. 


The CuarrMAN: Would you be content to have the words added after the 
word, “considered” in line 36, “considered by the Minister of National Defence 
to be an invention vital — —”, or, “considered by the Governor in Council to 
be an invention vital — —”. 

Mr. Mrrcuett: The Governor in Council will have to be guided by the 
Department of National Defence, consequently it should be by the Minister of 
National Defence. 

The CuairMAn: Would you be content to have the words added, ‘‘considered 
by the Minister of National Defence to be an invention vital — —”? 

Mr. Mircue.y: If acceptable to the Minister of National Defence, I would 
say yes. 

The Cuatrman: Mr. Fleming, would that meet your objection? 

Mr. Fremine: I do not quite follow the commissioner, but perhaps he 
could clarify it in my mind. He said there is no provision made here for dealing 
by rules, as may be necessary, with such applications. I do not see any difference 
in that respect between the form of the reprint and Mr. Robinson’s draft, 
because neither of them deals explicitly with that matter it is left to be dealt with 
in the other subsections of section 19. 


Mr. Mrrceweuu: This subsection (15) of the bill— 
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Mr. Fiemina: Let us distinguish between this bill and the draft, which do ~ 
you mean? * 2 

Mr. MircHeiit: ‘This section in the reprinted bill does make provision 
for rules and regulations. This redraft makes no provision at all for any rules 
or any regulations. It simply says, that the Governor in Council may order 
that such application and all the documents relating thereto shall be treated 
for the purposes of this section —— and so on. Until an application reaches 
that position where it is referred to the Governor in Council, what is going 
to happen? Something has to happen under the provisions in the reprint up 
to that point. Then we changed it. _ 

Mr. Fiemine: The effect is good up to that point, but from that point 
on the two drafts differ as to what is to happen. 


The Witness: The reprint does not provide for the Governor in Council - 
making rules and regulations. I would like to clarify that. The Governor in 
Council may make rules and regulations under which the Commissioner of 
Patents may bring to the attention of the Minister of National Defence any 
patent which appears to him to be of necessity to the safety of the state. The 
commissioner would operate under this provision. In the redraft there is no 
provision for these rules and regulations to be provided. 

Mr. Lesage: Section 12 would give the necessary powers to the Governor 
in Council; section 12 of the Act as amended by section 3 of the bill. 

Mr. JAENIcKE: Those are the general regulations. 

Mr. Lesace: Yes. 

The CHAIRMAN: Would that cover it? 

Mr. Lesace: Yes; for carrying into effect the objects of this Act. 

Mr. JAENIcKE: I think your suggestion is a good one, Mr. Chairman. I 
think it should satisfy those who are objecting to this in subsection (15) by 
inserting “Minister of National Defence’ after the word “consider”. ‘Then 
there is another matter there to which I would like to direct attention and it is 
that in Mr. Robinson’s proposed amendment he includes the words “safety of 
Canada”; I think that is better than “in the defence of Canada.” That 
presumes an enemy on the outside. 

The CHAIRMAN: Well, the opening words of subparagraph (15) read: “in 
order to preserve the safety of the state’. That refers to the safety of Canada. 

Mr. JAENIcKE: The secrecy would only be applied to such matters as were 
considered by the minister to be vital to the defence of Canada. I think that 
should be, ‘for the safety and defence of Canada”. 

Mr. Marauis: I have not the amendment before me. I think according to 
this proposed amendment the Governor in Council would be obliged to pass an 
order in council each time an application is made. For that reason I do not 
think-it could be worked out at all. 

Mr. Fournter: It would be the same procedure every time. 

Hon. Mr. Gisson: That might only happen once in three years. 

Mr. Fuemine: The rules and regulations would govern that, would they not? 

Mr. Marquis: But they have no power to make rules and regulations under 
subsection (15). 

Mr. Fitemine: They would need to have that at some point. 

Mr. Lesace: In connection with that subsection (15) I think we need a 
change there; instead of “the Minister of National Defence’, I think it should be 
accompanied by the words “by the Governor in Council’. You know how it is. 

Hon. Mr. Grsson: It would be done under the recommendation of a minister 
anyway. 


~ course, he is the one who would make the Pecoiatla Hos: 
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Mr. Lesace: Yes, of course; I think it would be all right. 
Mr. Rinrret: I think it should state, “Minister of National Defence”; + Of 


¢ 

Mr. Lesacr: Yes, but as there would be orders in council I suggest that it 
should be on the responsibility of the government as a whole. That would be 
much more satisfactory. 


Mr, Rryrrer: If there is an order in council it would be at the request of | 
the Minister of National Defence, sla else. 


Mr. Lesace: Yes. 


Mr. Rinrret: And if you put in “governor in council” that would mean that 
nobody else could do it. 

Mr. Fuemine: Mr. Chairman, may I ask Mr. Robinison a question? 

The CHAIRMAN: Yes. 


Mr. Fuemrina: It is this; in moving from the bill in the form in which it was 
before, at our last meeting previous to this a reprint of subsection (15) has been 
supplied to us. It then read (reprint of March713, 1947) : 

~19A. (15) The Governor in Council may make rules under this 
section for the purpose of ensuring secrecy with respect to applications 
and patents to which this section applies and Be ceely. to give effect 
to the purpose and intent thereof. 

We have in the reprint a provision to empower the Goveronor in Council 
to make regulations for the purpose of ensuring secrecy with respect to any 
application and patent for an invention relating to any instrument or munition 
of war, considered to be vital to the defence of Canada—in this draft you do not 
make provision for any power to make rules and regulatioins either specifically 


- with reference to an invention relating to an instrument or munition of war 


considered vital to the defence of Canada or generally as was contemplated in 
the former draft for purposes of ensuring secrecy with respect to applications 
and patents to which the section applies generally with respect to the purpose 
and intent of the whole of section 19. What do you say about that? 


The Witness: That is a point that had not struck me, Mr. Fleming. It may 


- well be that subsection (15) as it appeared in the bill when it was launched before — 


_ the committee should be retained and that proposed subsection (15) per become 


subsection (16). 


Mr. Fieminc: That is just what I have been wondering, if it was not just 
omitted in the reprint; if the intention was not to insert a new subsection (15) 
and then change the former subsection (15), the general subsection dealing with 
regulations, and make it subsection (16). 

Hon. Mr. Grsson: Then you have the question of the payment of remunera- 
tion which might be provided under section 2. 

Mr. Fieminc: I think it might be; I mean, if it is considered by the Governor 
in Council that a particular application— 

Hon. Mr. Gisson: Should be kept secret. 

Mr. Fitemine: —is of such a nature that it is vital to the state and the 
Governor in Council in effect has clamped secrecy on that application, that will 
have the effect of tying it up completely with the result that no benefit can be 
derived from it by the inventor. Then I think it is a proper case for compensation. 

Hon. Mr. Gipson: Yes. 


Mr. Fremine: The minister acting through -the Governor in Council might 


say, well as long as time runs we are going to tie this up, and in that event I 


think it is a’proper matter for compensation. I think this subsection would be 


- much stronger and much more fair if all the provisions of the other subsection 


340 STANDING COMMITTEE 


applied to it, not just those beginning with subsection (5). And with respect 
to the view put forth by Mr. Robinson, it seems to me that the first draft does 
have the effect of incorporating that in the section because he says, the patent 
to which the action applies; in such event such patent is being treated for all 
purposes of the section as a patent assigned or agreed to be assigned. 


Mr. Lesace: I think the only change needed there is instead of saying “for 
the purposes of this section,” let us say “for all purposes of this section.” 


Mr. Ftemrine: Right; and then add as subsection (16), Mr. Chairman, what 
we had before us at a previous meeting as subsection (15) in the reprint of 
March 13, 1947, namely: 

19A. (15) The Governor in Council may make rules under this section 
for the purpose of ensuring secrecy with respect to applications and 
patents to which this section applies and generally to give effect to the 
purpose and intent thereof. 


Hon. Mr. Gisson: If you made it as broad as that they would not get com- 
pensation and the department would not get the use of the patent because there 
would be no assignment. 


Mr. Fiemine: Then what would happen in that case surely is that an agree- 
ment is going to be worked out for the assignment for the reason that the man 
may not use his patent because of the blanket of secrecy which has been imposed 
on it by the Governor in Council in the interests of the state. 


The CHatrRMAN: Dr. Ollivier assured me that the last draft of subsection (15) 
would be in lieu of the previous subsection (15) and in addition would restrict 
the exercise of this secrecy power to inventions vital to the defence of Canada. 
Now, I do not like to depart from a subsection drafted by a law officer of the 
Crown. Mr. Robinson has merely indicated that his objection to the present 
subsection (15) would be met by putting in the words “by the Minister: of 
National Defence”; and I would suggest that if we have reached agreement we 
insert those words. Obviously, someone has to exercise discretion as to whether 
or not an application with respect to a patent is vital to the defence of Canada. 
I do not know of any person better fitted to exercise that discretion than Canada’s 
Minister of National Defence. And, as to compensation I would suggest I think 
that the present subsection (15) would apply to the entire section. But if any 
question should ever arise as to the right of compensation all the applicant would 
have to do would be to assign the patent or the application to the minister and 
then under the law he comes under the compensation provision. 


Mr. Fuemine: Is Dr. Ollivier going to be with us to-day? 


The CHaAatRMAN: Unfortunately, Mr. Fleming, he will not be available this 
morning. Is it the wish of the committee that we should amend subsection (15), 
line 36, by adding the words “‘by the Minister of National Defence”? 

Mr. Marauis: I would so move, Mr. Chairman. 


Mr. Fremine: Wait a minute, Mr. Chairman; I would like to put my point 
before the committee and then you can vote it down if you like. JI would move 
an amendment that we strike out subsection (15) of the reprint and substitute 
therefor the following: 

(15) The Governor in Council, if satisfied that an invention relating 
to any instrument or munition of war, described in any specified applica- 
tion for patent not assigned to the Minister of National Defence, is vital 
to the defence of Canada and that the publication of a patent therefor 
should be prevented in order to preserve the safety of the state, may order 
that such application and all the documents relating thereto shall be 
treated for the purposes of this section as if the invention had been 
assigned or agreed to be assigned to the Minister of National Defence. 
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And, subsection (16): 

(16) The Governor in Council may make rules ‘idee this section for 
the purpose of ensuring secrecy with respect to applications and patents to 
which this section applies and generally to give meee to the purpose and 
intent thereof. 

The CHATRMAN: You are reading from subsection (15) of the old draft? 


Mr. Fremina: Yes, the one I have now designated as (16) to follow the 


‘amended subsection (15) and subsection (15) as we had it before us previously. 


It appears in the reprint which is designated on the top ‘March 13, 1947”. 
That is the same as Mr. Robinson’s draft with the exception of one word; I 
have said “for all purposes of this section.” 


The CHAIRMAN: You would delete the word ‘“‘the’ and substitute therefor the 
word ‘all’? 


Mr. FLEMING: Yes. 


The CHatRMAN: Would you mind reading the new subsection (16) again so 
that I can check your wording? . 


Mr. Fiemine: Mr. Chairman, there is one other change just indicated to me 
which should be made in there. May I read the whole thing again for the 
purpose of clarity? 

The CHAIRMAN: Certainly. 

Mr. FLEMING: 

(15) The Governor in Council, if satisfied that an invention relating 
to any instrument or munition of war, described in any specified applica- 
tion for patent not assigned to the Minister of National Defence, is vital 
to the defence of Canada and that the publication of a patent therefor 
should be prevented in order to preserve the safety of the state, may order 
that such invention and application and all the documents relating thereto 
shall be treated for all purposes of this section as if the invention had 
been assigned or agreed to. be assigned to the Minister of National 
Defence. 

(16) The Governor in Council..... 

Hon. Mr. Grsson: Will you read it a little more slowly, please; I mean 
the part you are now reading. 

Mr. FLEMING: 

(16) The Governor in Council may make rules under this sec- 
tion for the purpose of ensuring secrecy with respect to applications and 
patents to which this section applies and generally to give effect to the 
purpose and intent thereof. 

May I just add this one word with reference to that, Mr. Chairman? 

The CHarrRMAN: Yes. 

Mr. Freminc: With all respect to Dr. Ollivier I cannot help but feel that 
the old subsection (15) has been overlooked. 

The CuatrmMan: Oh no, he assured me that it had not. 

Mr. Fiemine: That is the point. 

The CuHatrMAN: I asked him about that and he assured me very definitely 
that it had not been overlooked. 

Mr. Fremrine: Certainly putting in an express provision such as now is 
contemplated in subsection (16) removes any question whatever and makes it 
apparent that the powers to make rules and regulations apply to the whole of 
the section. 

Mr. Mircuetut: Would you read it again, please? 
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Mr. FLEMING: 

(16) The Governor in Council may make rules under this section for 
the purpose of. ensuring secrecy with respect to applications and patents 
to which this section applies and generally to give effect to the purpose 
and intent thereof. 


Mr. Lesage: Mr. Chairman, of course this amendment, this new subsection 
(16) proposed by Mr. Fleming, is much more clear and goes to the same point. 


Hon. Mr. Grsson: I think it does. I think it is an improvement. 


Mr. Lesacs: Oh yes, definitely. Section 19A refers to both applications and 
inventions and it appears to me something in it there to cover all sections - iS 
desirable. 


The CHAIRMAN: Yes, but I am just wondering if the word “and” means 
something which we did not intend. Do you mean that, or do you mean 
“and/or”? 


Mr. Lesage: ‘Such applications, such inventions, and all documents relating 
thereto”; so it applies to the application itself as well as to the invention. 


The CuarrMan: Yes, just think a minute; “and/or such invention and appli- 
cation”. Do you mean that this is only to apply where there is an invention 
“ond? 


Mr. Fiemine: Don’t say “patent”. 

Mr. Lesace: It may be better to say “that mice application and/or 
invention” — 

Mr. MircHeti: Don’t put “or” in; just say “application and invention. 
We are required under section 56 to put in “and/or.” 

Mr. Lesace: Oh, yes. : 


The CHatrMAN: Gentlemen, the minister, the Secretary of State, and the 
Commissioner of Patents accept Mr. Fleming’s amendment, that subsection (15) 
of the redraft of the bill which you have before you should be deleted and a new 
subsection (15) and a subsection (16) as read to the committee be substituted in 
lieu thereof. Are you ready for the question? All those in favour of the new 
amended subsection (15) please signify. Those opposed. : 

New amended subsection (15) carried. 

All those in favour of the new subsection (16) please signify. 

New subsection (16) carried. . 

Shall the entire section 4 of the bill as amended carry? 

Carried. 

Shall section 3 of the bill without amendment carry? 

Carried. 

Hon. Mr. Gipson: Theres is one other thing, Mr. Chairman: Mr. Robinson 
has brought forward one other suggestion, and that is that subsection (2) of 
section 35 of the Act be amended by deleting the last sentence thereof. He told 
me that when applications are being filed it requires a signature and it is com- 
mon practice for patent attorneys simply to have the applicant sign a blank 
sheet of paper and attach it to the end of the application. He feels that it isa 
waste of time on behalf of the applicant and on behalf of the attorney and is 
not required by the department and suggests that it be deleted. 

The CHAIRMAN: We are now dealing with section 12 of the reprint of the 
bill dealing with section 35 of the Act. 

Mr. Marquis: What is the proposed amendment, Mr. Chairman? 

The CuHatrmMan: The proposed amendment relates to subsection (2) of 
section 35 of the Act, that it be amended by deleting the last sentence thereof. 


”? 
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Hon. Mr. Gipson: I might read it: subsection (2) of section 35 of the Act 
says: 

(2) The specification shall end with a claim or claims stating dis- 
tinectly and in explicit terms the things or combinations which the appli- 
cant regards as new and in which he claims an exclusive property or 
privilege. It shall bear the name of the place where and the date when 
it is made, and be signed by the applicant. 

And what has bien suggested is that we delete the words, ‘‘and be signed by tne 
applicant.” 


Mr. JAENICKE: You said the whole last dentenon: 


Hon. Mr. Gisson: “It shall bear the name of the place where and the date 
when it is made, and be signed by the applicant.” JI understood it was just 
“and signed by the applicant” which should be removed. 

The Witness: I am sorry I did not make myself clear. 

Mr. JAENICKE: I would like to hear Mr. Mitchell on that. 

Mr. Fuiemina: It is an empty formality at most, is it not? 

Mr. Mircueii: Yes. That invariably is not signed by the inventor at all 
but by the attorney under his power of attorney. I do not think it is necessary 
to have that last sheet signed. The authorization given in the petition is quite 
sufficient. I think it would be quite agreeable to the office to delete; ‘It shall 
bear the name of the place where and the date when it is made, and be signed 
by the applicant.” That may be deleted. It does not affect office practice in 
any way. ° 

Hon. Mr. Grsson: That is when the application is made? 

Mr. MircHe.u: Yes. : 

Mr. JAmNICKE: Would there be any danger with respect to identification 
later on if that is not signed? | 

Mr. Mrrcueuu: No, the petition would cover that because the application 
is attached to the petition as it arrives in the office, so at most it is a repetition 
of signatures. 

Mr. Fiemine: Now, so long as the commissioner is satisfied. I understand 
that all we are doing now is to dispense with an empty formality. 


Mr. MircHeuu: Yes. It is a phase we can very well do without. 


Hon. Mr. Gipson: We have already amended sections 3 and 4 of this section — 
of the Act. 

The CHatrmMan: May I deal with the proposed amendment? If you will 
refer to section 12 of the reprinted bill you will find that section 12 of the 


reprinted bill already deals with subsections (3) and (4) of section 35 of the 


Act, repeals those and substitutes a new subsection (3). The present proposal 
is that subsection (2) of section 35 shall be amended. I am referring to the 
Patent Act, by striking out the last sentence in that subsection. It reads as 


— follows: 


It shall bear the name of the place where and the date when it is 
made ‘and be signed by the applicant. 
The commissioner has indicated that he accepts this proposed amendment and 
that it makes no substantial alteration in the patent practice. 
All those in favour of the amendment please signify? 
It is carried and the clerk will make the necessary amendment to the bill. 
I assume it will mean redrafting section 12. 
Mr. Fuemine: I do not think the committee formally adopted the new 
section 23 of the bill. It was discussed in the subcommittee, but we did not 


_ formally adopt it in this committee. 
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The CHAIRMAN: Will you please turn now to section 23 of the bill. Is 
your proposal that it should read, 
on request made to him not later than tie date this Act comes 
into force? 


The Witness: Yes. 


The CuatrMAn: Gentlemen, the proposed amendment to section 22 of the 
bill is made necessary owing to the fact that this measure will not get back 
to the House and will not be dealt with by the House before the 31st of March. 
It is moved by Mr. Fleming that we delete the first five words and the figures 
1946 In line 39 and substitute in lieu therefor, “the date this Act.comes into 
force,’ so that section 22 of the bill will read, subsection (1 ), “On request made 
to him not later than the date this Act comes into force.” 

Then, if you will turn over to the next page, there is a similar correction 
to be made in line 10.. The words, ‘the 31st day of March, 1947,” will be struck 
out and a similar amendment made, “The date this Act comes into force.” 

Shall those two amendments carry? 

Carried. 

Mr. Fuemine: Section 23 has to be adopted yet, Mr. Chairman. It is a 
new section. | 

The CHAIRMAN: Section 23 is a new section. Shall section 23 carry? 

Carried. 

Shall I report the bill? 

Carried. 


~ Moved by Mr. Marquis that the bill be be Ne as amended. Shall the 
motion carry? 

Carried. | 

Gentlemen, I do not think we should close out our hearings on this bill 
without expressing our thanks to the commissioner and to the officers of the 
Department of National Defence as well as the officials of the Patent Office 
for their very able assistance to the committee and their great patience in 
connection with our enquiry. 


Hon. Mr. Grsson: I would also, on behalf of the Patent Office, like to 
express to the members of the committee our gratitude for the great assistance 
you have given us in preparing an Act which will not require amendment for a 
considerable time. I know, on my own behalf, and on behalf of the Commis- 
sioner of Patents, we very much appreciate ‘the assistance which has been 
given. 

Mr. Fiemine: I think if I en undertake to add one word, we are also 
greatly indebted to Mr. Robinson appearing on behalf of The Patent Institute, 
because he has been of very great assistance to us. 


The CHarRMAN: Oh, yes, that omission I assure you was not an intentional 
one, Mr. Robinson. 

In connection with the other bill which is before us, I unk it would be 
very wise if we could clear this bill before the Easter recess. Are you willing 
to sit this afternoon? 


Mr. Fiemine: I do not want to do that. Might I suggest we have a 
meeting at two o’clock because the business in the House this week may 
necessitate the attendance of many of us there. I, for one, would like to do 
all I could, as a member of the committee, to expedite the ’ completion of our 
consideration of the bill and get it finished before Easter. I do not want to 
do that if it means absenting ourselves from the House. I would be quite 
willing to sit at two o’clock. 
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The Cuairman: We will adjourn until ‘Thursday morning. at eleven 0 HOOK 


~’ and hope to clear it all up then. 


Mr. Fiemine: Is it possible for us to have, in advance of the meeting, | 
what the deputy minister of Trade and Commerce was going to file with the 
committee? If we could have that in advance of the meeting, I think it would 
-shorten up the proceedings. | 

The CHAIRMAN: That is a very good suggestion.. Would it meet the 
convenience of the committee to sit at four o’clock this afternoon for ten 
minutes, simply to permit the deputy minister and the officials of his department 
to table this information. We will meet purely for the purpose of the information 
being tabled, then we will sit on Thursday morning until we report the bill 
even if we have to sit after one o’clock. 


The committee adjourned at 12.15 p.m. to meet again at 4.00 p.m. 
Note—T he minutes of proceedings and evidence of the afternoon sitting 


relate to Bill No. 11, an Act respecting Export and Import Permits, and are 
contained in No. 11 of the printed proceedings. . 
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REPORTS TO THE HOUSE 


Fripay, March 28, 1947. 


The Standing Committee on Banking and Commerce begs leave to present 
the following as a 
Tuirp REPORT 


Your Committee has considered Bill No. 16, An Act to amend The Patent 
Act, 1935, and has agreed to report it with amendments. 


A reprint of the said Bill as amended has been ordered. 


A copy of the relevant printed minutes of proceedings and evidence of the 
Committee—Nos. 1, 2, 3, 4, 5, 6 and 12—is appended. 


All of which is respectfully submitted. 


HUGHES CLEAVER. 
Chairman. 


Fripay, March 28, 1947. 


The Standing Committee on Banking and Commerce begs leave to present 
the following as a | 
FourtH REport 


Your Committee has considered Bill No. 11, An Act respecting Export and 
Import Permits and has agreed to report it with amendments. 


A reprint of the said Bill as amended has been ordered. 


A copy of the relevant printed minutes of proceedings and evidence of the 
Committee—Nos. 7, 8, 9, 10, 11 and 13—is appended. 


All of which is respectfully submitted. 


HUGHES CLEAVER. 
Chairman. 
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MINUTES OF PROCEEDINGS 


Tuurspay, March 27, 1947. 


The Standing Committee on Banking and Commerce met at 11.00 a.m., the 
Chairman, Mr. Cleaver, presiding. 


Members present: Messrs. Belzile, Bradette, Cleaver, Dorion, Fleming, 
Fraser, Gour, Hazen, Isnor, Jackman, Jaenicke, Jutras, MacNaught, Marquis, 
Mayhew, Michaud, Pinard, Quelch, Sinclair (Ontario), Stewart (Winnipeg 
North), Timmins. 


In attendance: Messrs. M. W. Mackenzie, Deputy Minister, W. F. Bull, 
Director of Export Division, D. Harvey, Director of Import Division, and 
T. G. Hills, Chief. of Export. Permit Branch, all of the Department of Trade 
and Commerce. 


The committee resumed its consideration of Bill No. U1, An Act respecting 
Export and Import Permits. 


At: the request of Mr. Fleming, it was ordered that the following corrections 
be made in the printed Minutes of Proceedings and Evidence of March 18, 
1947, viz:— 


1. On page 249, in the second line in the second last paragraph, insert the 
word “not” between ‘the words “does” and “wish”’. 


2. On page 254, in the third line of the second last paragraph, insert fhe 
word “not” between the words “was” and ‘ ‘specifically’. 


Mr. Mackenzie was recalled and further examined. 
Some questions. were also answered by Messrs. Bull, Harvey and Hills. 
Clause 1 was adopted. 


On motion of Mr. Mayhew, clause 4 was amended by adding at the end of 
the said clause the following words: ; 
, or unless the price of such article is supported under The Agricultural 
Prices Support Act, 1944, The Fisheries Prices Support Act, 1944, The 
Agricultural Products Cooperative® Marketing Act, 1939, or is in effect 
supported under The Agricultural Products Act. 


On motion of Mr. Stewart, clause 4 was further amended by substituting 
the word “ensuring” for the word “insuring” in the second last line thereof. 


Clauses 5, 6, 7, 8, 9 and 11 were adopted, further consideration of the other 
clauses being deferred until the next sitting. 


At 12.35 p.m., the Committee adjourned to meet again at 8.00 p.m., this day. 


AFTERNOON SITTING 


The committee resumed at 8.00 p.m., Mr. Cleaver, presiding. 

Members present: Messrs. Argue, Arsenault, Breithaupt, Cleaver, Fleming, 
Fraser, Isnor, Jaenicke, Marquis, Michaud, Sinclair (Ontario) , Stewart (Winnipeg 
North), Timmins. 
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In attendance: Messrs. M. W. Mackenzie, Deputy Minister, W. F. Bull, 
Director of Export Division and D. Harvey, Director of Import Division, all of 
the Department of Trade and Commerce. 


The committee resumed consideration of Bill No. 11. 


3 On motion of Mr. Marquis, clause 2 was amended by deleting paragraph 
(a) thereof. 


Clause 2, as amended, carried. 


On motion of Mr. Fleming, clause 3 was amended by deleting the words 
“published in the Canada Gazette” in the third line thereof, and substituting 
therefor the words “which order shall be published in the Canada Gazette within 
fifteen days after the passing of such order.” 


Clause 3, as amended, carried. 


On motion of Mr. Fleming, clause 4 was further amended by deleting the 
words ‘“‘published in the Canada Gazette” in the third line thereof, and substitut- 
ing therefor, the words “which order shall be published in the Canada Gazette 
within fifteen days after the passing of such order”. | 


Clause 4, as amended, carried. 
Clauses 10, 12 and 13 carried. 


Mr. Fleming moved that. clause 14(1) be amended by sding to the end of 
same the following words: 


“or the thirty-first day of March, 1948, whichever shall be the earlier date”’. 
The said amendment was negatived and clause 14 adopted on division. 


_ On motion of Mr. Fleming, the following new clause was added to the Bill, 
v1zZ:— 

As soon as practicable after the thirty-first day of December, 1947, 
the Minister shall prepare and lay before Parliament, if Parliament is then 
in session, a report of the operations under this Act for the year 1947, or if 
Parliament is not then in session, within the first fifteen days of the 
next ensuing session thereof. 


Ordered,—That the Chairman report the Bill as amended. 

On motion of Mr. Fleming, | 

Ordered, —That the Bill be reprinted as amended. 

At 8.35 p.m., the committee adjourned to the call of the Chair. 


R. ARSENAULT, 
Clerk of the Committee. 
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MINUTES OF EVIDENCE 


Housr of CoMMONS, 
March 27, 1947. 


The Standing Committee on Banking and Commerce met this day at 11.00 
a.m. The Chairman, Mr. Hughes Cleaver, presided. 


The CHarrMAN: We have a quorum, gentlemen, and we will get on with 
bill No. 11. I believe perhaps the next thing the committee should do would 
be to hear from the department in regard to the actual issuance of permits. 
You will recall when Mr. Marshall was before the committee at previous sittings 
he made some comment, perhaps criticism, in regard to the issuance of permits. 

Mr. JAENICKE: Did we not have an explanation of that at the last meeting 
at which Mr. Mackenzie gave evidence explaining the procedure? We have 
all heard that evidence, I think. | ; 

The CHarrMAN: I believe in view of the rather explicit statements that 
were made by Mr. Marshall including, I believe, some remarks as to the 
percentage of applications made by him and the percentage that were declined 
the officials of the department should have the opportunity of making a reply. 


Mr. M. W. Mackenzie, Deputy Minister of Trade and Commerce, 
recalled: 


The Witness: Mr. Chairman, I think it would be useful to the committee 
to put on the record some of the information that we have developed in regard 
to the evidence that Mr. Marshall gave and the statements he made to the 
committee as they appear at page 283 of the record. He said they were sending 
in about thirty applications a week—the answer he made there is not just clear 


as to its meaning, but I think what he was trying to say was that of the thirty 


applications a week which they were sending in about fifty per cent were 
declined. 


Mr. JAENICKE: Or postponed. 


The Witness: Or postponed. Then he cited two cases one of which involved 
a delay I believe of forty-five days and the other one also involved a long delay. | 
We cannot keep actual records or take the time to compute statistics on 18,000. 
applications a month, the number which comes before the export permit branch; 
but we have taken all the applications that Mr. Marshall sent in. Now, one 
point I would like to make is that all these applications deal with steel and they 
are not representative of the average application coming before us. I think it 
is safe to say that fifty per cent of applications, covering all types of com- 
modities, are cleared within four or five days, but in the case of steel, it is a 
particularly difficult situation, first because steel is in very short supply and 
secondly because each application involves consultation with the steel controller 
or the administrator in the Wartime Prices and Trade Board or both. We find 
from the records that for the period of twelve months preceding Mr. Marshall’s 
appearance before this committee he filed 263 applications, that 1s an average 
of five a week. Of those applications 230 were approved, that is ninety per cent; 
ten per cent were refused and six were withdrawn as not being required or 
cancelled at the request of the applicant. Now, that is the actual case history 
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of the applications filed by one particular applicant and recorded in his name. - 
The average over-all time it took to dispose of each of these 263 applications 
including all the bad ones, the ones which took forty-five days, (and I may say 
that we found one that was even longer), the average time for the whole 263 was 
twelve days. Some were cleared in one day while the worst one, the slowest one, 
took sixty days to clear; but more than half of them were cleared in about a week, 
seven or eight days. May I say also that for all these cases I am giving you 
the elapsed time from the time the application was received until the final 
answer went out. It does not take into account Sundays and holidays. Very 
often an application would come in on a Friday night and possibly would not 
be finally dealt with until the Monday following. But including these delays 
at least one half of them went out in eight days, and the average was twelve 
days. I might also just put on the record a notice which the United States 
export permit, authorities send out to people applying for permits. ‘This is a 
quotation from their regulations: “Every effort is made to examine applications 
and advise applicants of action in the shortest time. Applicants should allow 
a period of two weeks plus mailing time, before inquiring as to the progress 
of individual applications. Certain types of application require more time for 
necessary examination and consideration’. I think that possibly gives you a 
better understanding of the actual time that is involved in the issuance of these 
permits. 


By Mr. Michaud: 


Q. How many hours of labour on the part of the staff of your office was 
involved in getting out the information you have just given to the committee?— 
A. The Export Permit Branch has a staff of about eighty. I do not know what 
it is translated into actual hours of work. There is-a good deal of overtime 
in it. Perhaps Mr. Hills could answer that better than I could. 


Mr. Micuaup: Mr. Hills, how long did it take your staff to get out this 
information which has just been given to us? 

Mr. Hiruus: About four or five persons worked on it two days and two 
nights. In actual hours, that would be six and a half working hours a day, 
thirty-three hours of my own time; and I should say ten to twelve hours of time 
on the part of that staff. 

Mr. JackMAN: Mr. Chairman, I wonder if I may refer to a re which 
I cannot quite understand, and that j is whether we have an actual import control 
on wool. When I brought ‘the matter up the other day I was told despite the fact 
that there is a tremendous amount of wool in storage, in Australia for instance, 
nevertheless the types of wool varied greatly; that the best wool was being used 
throughout the war for army uniforms, etc., and was not generally available 
to the trade. I read recently, just the other day, that the total production in the 
United States had gone down very considerably. Unfortunately, I could not lay- 
my hands on the clipping just before coming down to this meeting. I do not 
think I am exaggerating when I say that the production in the States has 
declined about a third because it is considered to be cheaper for American 
industry to import wool rather than to grow it there. If that be true, that being 
the case, I do not know why we in Canada should have control over the 
importation of this commodity. I do not know why it should be. If we are 
willing to pay reasonable prices I think we ought to be able to get plenty of it. 
What is the reason for the need for this import control? I am merely raising 
the question, I do not wish to take up the time of the committee to deal with it. 

Mr. Harvey: Mr. Chairman, the situation there is that there is not actually 
any shortage of wool. The shortage arises in the conversion of wool into yarn; 
that is a question of industrial capacity. On the question as to why we should 
have any import control, in actual fact there is no import control applied at the 
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present time. If you can obtain the fabries, yarns or tops you can import them. 
The situation with respect to imports from the United Kingdom, however, is that 
the British government exercises its own allocation authority which says where 
exports shall go, and we ourselves are involved in negotiations with the United 
Kingdom government to obtain supplies under their allocation plan. But 
although the import control exists on paper in the form of an import control 
authority, the import control is in no sense restricting any imports at all because 
the general permit number is endorsed on the face of the invoice and the customs 
entry is otherwise normal. 

Mr. Jackman: Then, why are we not importing from the United States? 

Mr. Harvey: We import from wherever we can obtain it. There is no 
-restriction on import buying from any country where the importer can buy; 
that is, there is no import restriction; there are restrictions on the ability to 
purchase in foreign countries exercised by the government of those countries. 

Mr. JAcKMAN: I was more particularly interested along the conversion line. 
I might say that it does seem strange, and I think the committee might be 
interested in going into a particular case such as wool, why we were able to 
maintain ourselves during the war and provide Canada with woollen clothing 
requirements for the armed services and that at a time when the demand was 
much heavier than it is for private use to-day. It is now two years since the 
war ended and there is plenty of raw material, raw wool around. Why is there | 
lack of capacity; is it because we are not willing to pay a reasonable price for 
it. I cannot understand why we should have this bottleneck continuing after this 
length of time. I believe we have reached a point now where we should get 
away from this bottleneck. I would like to know just why the situation 1s what 
it is, it does not exactly seem right. 

Mr. Harvey: An answer to that broad, general question would require a 
considerable amount of study of many aspects. one of which is the reopening 
of markets which were closed during the war. For instance, demand is now 
effective on world supplies from central European countries; and also the return 
to normal of the shipping movement has reopened markets which were closed by 
wartime conditions. Another factor is the enormous increase of consumer 
demand in general. I am not positive but I believe that our present rate of 
consumption is considerably higher than it was during the war years on the 
finer clothing types. And the third factor that you have is the situation between 
certain foreign countries where they commit a certain part of their export to 
each other under their commercial treaties and trading arrangements with the 
result of these supplies being channelled from one country to another; that has 
an effect on the normal supply and demand relationships in world markets 
generally. We in this country are not nearly self-sufficient in production capa- 
city in respect to worsted yarns. We also are not self-sufficient in fabrics, but 
processing or finishing are less significant than our dependence on imports of . 
worsted tops and worsted yarns. But there is now no restriction effective so far 
as prices are concerned to our purchasing, but there has been during the course of 
price regulation in Canada. I believe that Mr. Gordon, chairman of the Wartime 
Prices and Trade Board, pointed out that a number of these commodities which 
at times have been under price ceilings have also been assisted by subsidies. 

Mr. Quretcu: Has there been any study made as to the relationship of 
the production of yarns and fabrics to-day as compared to 1939; and also as 
to how wool and yarn fabrics stand? 


Mr. Harvey: I could only give you a vague guess. 
Mr. QuewcH: Is it greater to-day? 

Mr. Harvey: Net enormously greater. 

Mr. QuELcH: It is greater? 
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Mr. Harvey: Yes. 

Mr. QuetcH: Is production greater in Canada, to-day than it was? 

Mr. Harvey: In some categories, definitely. 

Mr. Isnor: Mr. Harvey, is it not a fact that the supply position is affected 
by the increasing demand for the better qualities of yarns, tops and fabrics? 
I mean, is it not a fact that considerable demand shows a preference for the 
finer qualities, and that is a necessary sequence to the change from wartime 
demand? 

Mr. Harvey: Yes, that is a very definite factor. I had that in mind when 
I mentioned the increase in the demand for finer clothing types of fabric. 

Mr. QuetcH: And would you say there was a considerable supply being 
held back off the market in anticipation of a price rise? 

Mr. Harvey: I see no evidence of that at all. 

Mr. JAENICKE: Is wool a commodity which has or may be brought under 
the Agricultural Prices Support Act? 

Mr. Harvey: I am afraid I cannot answer that. 

Mr. JABNICKE: Would not that be one of the import control factors to 
which Mr. Ilsley had reference when he appeared before this committee on 
March 14? He did not have reference to wool, of course; but I was just asking 
y ee would be one of the commodities that would be included under that 

ct! 

Mr. Harvey: That would be subject for decision. At the present time there — 
is no effective import control on wool, yarn or tops. 

Mr. JAENICKE: I mean raw wool. 

Mr. Harvey: There is no import control on raw wool. 

Mr. JAENICKE: I think that is what Mr. Jackman was referring to. 

Mr. Harvey: There is no restriction on raw wool. There is, on types of 
yarns and fabrics, what is in form only an import control. There is no import 
control on the raw wool to-day. 3 

Mr. JACKMAN: But there is a control on wool fabrics, tops, I think they 
call them. 

Mr. Harvey: Just in form only. 

Mr. Timmins: What does that mean, “in form only”? 

Mr. Harvey: It means that the import control is not effective on the 
individual customs entry. If you wish to import fabrics, yarns or tops and can 
obtain those you merely endorse the customs entry with the general permit 
number; that is simply written by the importer across the face of the customs 
invoice—I think that number is G2041. 

Mr. Timmins: And that means that it does not have to be referred to the 
department? 

Mr, Harvey: No 
whatever. 

Mr. JACKMAN: Is that because the country which is the source of the wool 
has export control? ; 

Mr. Harvey: I think every country has export control on woollens at the 
present time. 

Mr. JacKMAN: Would you say that Canada is getting its fair share of 
the sree in its various forms available in the countries at the present 
time! 
Mr. Isnor: What kind of wool do you mean? 

Mr. Jackman: The kind of wool that human beings wear. 


) 


it does not have to be referred to any administrator 
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Mr. Jamnicke: I thought you were referring to raw wool when you first 
asked your question. 

Mr. Harvey: So far as a fair share is concerned, Mr. Chairman, I think the 
situation might be put this way, that in general we are very much better situated 
than many other countries in our supplies, but we could use a good deal more. 
If it were possible to negotiate for increased supplies, then we would very gladly 
endeavour to do so. 


Mr. Pinarp: At the present time, what country is the largest exporter of 
wool to Canada? 


Mr. Harvey: England. 
Mr. Micuavup: That is raw wool? 


Mr. Harvey: The United Kingdom is for the forms in which we need it. 
We have no difficulty in obtaining all the raw wool we want to buy. Of wool, 
in the semi-converted and converted forms, the United Kingdom is our biggest 
supplier, 


Mr. Prnarp: Would the United States.come next? 


_Mr. Harvey: That is a very difficult question to answer, because I am 
trying to include in one answer about a dozen different categories of goods in 
different forms. 


The CHAIRMAN: Gentlemen, if there are no further questions shall section 1 
of the bill carry? 


Mr. Frasrr: I do not want to talk about wool, but I should like to ask Mr. 
Bull a question concerning structural steel. On page 287 of the evidence, Mr. 
Bull said this the other day: 

We saw the words “structural steel” which is one of the most critical 
items in Canada. You have only to look at the Ford Hotel in Montreal 
and see the difficulty they have had in putting up their building there. 
We referred it to the steel controller following our usual procedure. He 
saw the word, “structural” and refused it. 


I understood there was no control on structural steel, at least, that is according 
to a report I received, that the steel controller does not control structural steel. 


Mr. Buu: That is true, he does not control the use of structural steel in 
Canada. If you can get it from the United States or somebody in Canada and 
have a building permit to put up a building, which permit you have secured 
from your local community, then you can go ahead with your structural steel 
in that building; but, there are priority buildings, such as hospitals and indus- 
trial buildings and that kind of thing where the steel controller attempts to 
obtain supplies of: structural steel. He is having it constantly brought to his 
attention. There is a definite shortage of structural steel in Canada. 


Mr. Fraser: You mentioned the Ford Hotel, that would, not be a priority 
building? 


Mr. Butt: No, it is just a building we have all seen which represents a large 
investment and which is only half completed or has been so for many months 
because of the shortage of steel. There has been much about it in the news- 
papers. They had a great deal of difficulty in trying to find steel. Most of our 
structural steel is coming in from the United States at very high prices. People 
who are building find small lots down there and bring it into Canada. 


Mr. Fraser: I just wondered why you referred it to the steel controller 
when there is no control on it. All he does is direct it, there is no control on it. 
Something special, something which is really for the country’s good then the 
steel controller ships it in that direction? 
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Mr. Buu: Yes, but he controls all steel for export. Every article which 
contains steel and which you desire to export, must be cleared by the steel - 
controller. 


Mr: Fraser: On March 4th, the Minister of Reconstruction told me there 
had been no export of nails. 


Mr. Fiemine: That is, no lawful export. 


Mr. Fraser: In checking up in your export book which is just off the press, 
re nails, I find there is mention of some $300,000 worth of wire nails and some 
$500,000 of iron nails. Now, export control went on nails on the second of | 
February. Mr. Mackenzie told me the other day that if there had been export 
permits for nails, they might continue for six months. Does that apply not only 
to nails but to everything else, that is, the length of time these export permits 
run? 

Mr. Butu: The usual life of our permit is six months unless, for some 
special reason, we issue a permit in connection with critical materials for one 
month, two months or three months. The usual life is six months. The strikes 
in the United States and Canada completely reversed our steel position. Up to 
January and February 1946, we were issuing limited permits for nails covering 
essential requirements to Newfoundland and the British West Indies. They were 
getting nails from us as they have for the past forty or fifty years. We stopped 
the issuance of permits on instructions and request of the Department of Recon- 
struction and Supply, as soon as the situation as the result of the strikes showed 
we were going to have a critical situation on cue but we did not. cancel the 
outstanding permits. 


Mr. Fraser: That would allow the permits to run for another six months. 


Mr. But: A permit could have been issued in January which would carry 
through to July, the end of the six months’ period. Shipments would be made 
during that period. Nails are so short in the West Indies they are renting them. 
If you are putting up a concrete reinforcement, you rent the nails to put up your 
rough wooden structure for the concrete. Then, you pull the nails out and 
send those nails back to the man from whom you rented them. 


Mr. Fremine: May I have one moment to make a correction? I would 
not trouble the committee with a trifling correction but, in this case, the reporter 
has just the opposite to what I said. On page 249 of the evidence, about ten 
lines from the ‘bottom. 

“And I am not asking Mr. Gordon to go into that field if he does wish to—” 
It should read, 


“And I am not asking Mr. Gordon to go into that field if he does not wish 
to—’’. 


Similarly on page 254, the fifth line from the nae of the page reads, 


“that this bill was specifically directed or aimed to cope with our exchange 
problems.” 


It should read, 


“that this bill was not SSeS directed or aimed to cope with our 
exchange problems.” 


Mr. Jackman: May I ask a question or two about this wool problem and_ 
this whole procedure? I think Mr. Harvey said any wool importer in Canada 
merely had to fill out his form and he automatically had his permit. I think 
.I recall, in some of the earlier sessions we were told, even if there was no 
immediate necessity for exercising export or import control, nevertheless, if the - 
article was not one which was in the clear, it was well to find out where it was 
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going so we would not use more in Canada than our international allocation. 
In order to keep some bookkeeping record, we still made use of these permits, 
even though it was merely a matter of bookkeeping. Is that the reason why we 
use it in connection with wool? 


Mr. Harvey: No, Mr. Chairman, there is no international allocation at all. 
The international allocation is the basis of the commitment which requires 
certain of these controls to which you are referring. So far as the wool 
situation is concerned, control of woollen yarns, fabrics and tops is one which 
has enabled us, in the past, to secure far better consideration of our claims on 
supplies from the United Kingdom. 

Mr. JAcKMAN: In other words, there is a useful purpose to be served in 
keeping books on imports of wools into this country in order that we may show 
the United Kingdom how much wool comes into Canada and that our demands 
have not been fully supplied; is that the reason? 


Mr. Harvey: I think in his evidence the chairman of the Wartime Prices 
and Trade Board pointed out that in the United Kingdom, sponsorship is 
exercised over the granting of export licences by the British Board of Trade 
and that sponsorship is, in essence, an endeavour to obtain supplies in the required 
forms from the United Kingdom. Associated, of course, with that sponsorship 
is the necessity, in form, for the existence of import control. In essence there is, 
thus, control over the form of supply exercised by The Wartime Prices and 
Trade Board, on what comes from England. 

Mr. JackKMAN: But if the purpose of gathering this information, at some 
little cost to the country and some little cost to the user in Canada, is as you 
say and if that information is available already to the sender, the United 
Kingdom in this case, because the exporters in the United Kingdom have filed 
their export licences and forms, is there not duplication there? Is there any 
chance we would be getting our larger share of the international wool clip or 
wool in its various forms? Must we not go to the one exporting country to get 
it? Why is information not available to the exporting country without your 
going through all this business of keeping books and keeping people employed 
both in the civil service and in business itself to make out all these unnecessary 
bookkeeping forms? 

Mr. Harvey: I do not think, associated with the form of import control 
which exists in this particular case, there is necessarily any expense at all 
because it is not a case where there is any special bookkeeping. The situation 
. is that certain of these foreign governments will not go to the lengths of enforcing 
the channeling of their exports to us at our request unless we give them an 
indication that the situation is very serious. 

Mr. JacKMAN: Do they not know how much wool was sent to Canada? 

Mr. Harvey: They do. 

Mr. JAcKMAN: Is not that sufficient evidence? 

Mr. Harvey: If we make this market entirely free, that is to say, it is free, 
but if in essence we said from here forward we are going to have no interest 
in the question of allocation or the question of control, we abandon that form 
and place the trade on a free commercial basis, we have had it intimated to 
us that then our requests to these foreign governments would not be taken as 
seriously as they are. The over-all quantity of our supply, therefore, might suffer. 

Mr. JAckMAN: The trade in Canada, as I understand from what you have 
said, is entirely free except that you know what the total quantity is by adding 
up all the applications which come under this general import licence? 

Mr. Harvey: That bookkeeping is not done with respect to the import 
licence on yarns and fabrics. - 


358 STANDING COMMITTEE 


Mr. JAcKMAN: How can you tell the supplying country how much has been 
used? 


Mr. Harvey: There is the normal Dominion Bureau of Statistics records 
which are available, the bureau’s export statistics. A vast amount of informa- 
tion has been contributed by the industrial concerns in order to obtain our 
assistance. 


Mr. Jackman: I must have misunderstood you. I thought you said the 
reason for having this import licence still in force, and the reporting of what a 
particular importer was bringing in as well as the automatic granting of a licence 
to him was for the purpose of letting the exporting country, we will call it the 
assigning country if you like, to let that country know exactly what we were 
getting here. Otherwise, our application for an increase in the supply of wool 
would not be as favourably considered. Was not that what you told us? 


Mr. Harvey: In essence, but perhaps if I put it this way it may be more 
easily understood. If we exhibit no more interest in special treatment from 
these foreign countries then, so far as they are concerned, they would have 
other uses for some parts of these exports which we are pressing them to deliver 
to us. Now, the supply situation here is not such that, if you let nature take its 
course, we would obtain what we want, particularly from the United Kingdom. 
The market is far more attractive to the manufacturer in the United Kingdom 
if he were to manufacture and ship to Canada knitting wools, hand knitting 
wools, whereas what we require are the finer clothing types of yarn. We require 
industrial weaving yarn and industrial knitting yarn. ‘Consequently, we are 
persuading the Board of Trade, with its export licence system, to channel certain 
varieties of materials of this type to Canada in place of others. It is not a 
question there at all of there being any specific control on the import at this 
end, the control is at the other end. If there were no control here at all, if it 
were eliminated, our persuasion would be somewhat weak, or our position would 
be weak in attempting to exercise persuasion on the Board of Trade to give us 
special treatment. 

Mr. JAcKMAN: Did I understand you correctly when I say there is no saree 
exercised here except for the compilation of statistical information? 

Mr. Harvey: There is even no statistical compilation. 

The CHAIRMAN: If you will refer to page 265 of the evidence and read 
Mr. Gordon’s very long answer on that page, I think it will answer your question. 

Mr. JAckmAN: May I ask if anyone from the Department of Trade and 
Commerce knows whether the United States has a similar permit system in 
connection with the importation of wool and these varieties? 

Mr. Fraser: We secured a lot of wool from India during the war, did we 
not, excellent wool? 

Mr. Harvey: That was carpet wool. There is no import control of wool in 
the United States. : 

Mr. Jackman: The United States gets its wool from the same source as 
we do? 

Mr. Harvey: Yes, but the United States is self sufficient, very largely, in the 
conversion of raw wool into yarns and fabrics. 

Mr. Mayuew: Is this about our situation, that we have insufficient cates 
in the combing, carding and knitting of wool? 

Mr. Harvey: Yes. 

Mr. MayHew: Therefore, we have to [ook to Great Britain for some of that 
yarn? 

Mr. Harvey: Yes. 
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Mr. Mayuew: The U. K. position is this, if they can convert it into worsted 
and completed goods, their dollar value on the wool exported is much greater 
than it would be at the present time. Therefore, they would not readily, unless 
there were pressure from the Board of Trade, send us the semi-raw material; 
is that nearly correct? 

Mr. Harvey: I should say that is correct. One cannot speak for the Board 
of Trade’s policy, but it is fairly obvious. 

Mr. Mayuew: It would be obvious that that is what is happening? 

Mr. Harvey: Yes. 

Mr. Isnor: It is reasonable to say that would be the tendency. You spoke 
of finer wools and fingerings. Naturally, they would slip more fingering than the 
coarser types of yarns? 

Mr. MaynHew: Our solution is to encourage the first process, that is, the 
making of it into yarn. 

Mr. Harvey: Yes. 


Mr. JAcKMAN: How much does Canada have to say about the allocation or 
the sharing of the total wool supply in the United Kingdom? 


Mr. Harvey: The United Kingdom has given our requests a ont deal 
of consideration. They have certainly assisted us materially. So far as what 
say we have in the matter, since we are the applicant to the United Kingdom 
government for an export allocation, we have been and we are at the present 
time— 

Mr. JAcKMAN: Can you say from your background knowledge how our 
present allocation in the various types of wool would compare to our pre-war 
importation from that source, relating the whole to the total amount now avail- 
able as compared to the total amount in the pre-war years? 

Mr. Harvey: That is a difficult question to answer offhand. The situation 
is that the United Kingdom, itself, is by no means back on its feet. With regard 
to production, the textile industry generally is one industry, I think, where reports 
indicate that labour and coal are the biggest problems. Production is not up 
to pre-war levels and our receipts in the very many categories we are receiving 
from the United Kingdom are, on an average, below pre-war levels. 

Mr. Prnarp: Has it increased? 

Mr. Harvey: It has increased. 

Mr. JAcKMAN: The United Kingdom over-all supply is likely lower than 
it was in the pre-war years because of labour conditions and so on. Therefore, 
our total take in Canada is less. What is the relationship between the pre-war 
take and the pre-war available supply and the post-war take and the post-war 
supply? Are we getting as good a percentage as we received prior to the war? 

Mr. Harvey: I would say there is definitely an increase in our own produc- 
tion in Canada and our receipts from the United Kingdom are slightly below 
pre-war. 

Mr. JAcKMAN: In percentage? 

Mr. Harvey: Yes. 

Mr. Marauis: And there is a much greater demand? 

Mr. Harvey: A very much greater demand for the finer clothing type. 

The CuHairMAN: Shall section 1 of the bill carry? 

Carried. 

Section 2? 

Mr. Fuieminc: There is a question in connection with the definition of 
“soods”. It is rather a broad definition. Has any thought been given to some 
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definition more specific than that; “goods’’ includes every article of commerce? 
After all, an article of commerce might include securities, for instance. What you 
are getting at here, I take it, is merchantable goods. 

The CuarrMan: Could we say, “every consumable article of commerce.” 

Mr. Fuiemine: I think that would be a help. 

The Witness: I do not know whether a change in the definition would 
help. I am wondering if the wording of the definition, taken in conjunction 
with the wording of sections 3 and 4, does not cover Mr. Fleming’s point. 
Section 3 says, ‘a list of goods shall be drawn up.” Then, the proviso states, 
that no article, other than certain things, shall be included. It would seem to 
me that would really take care of the point Mr. Fleming raises. 

Mr. Prnarp: Why not say that, “goods” would include only the goods 
mentioned in the list. Otherwise, the definition is too wide. “Goods’’ includes 
the goods mentioned on ‘the list which could be established by order of the 
Governor in Council. 

The Witness: The operative sections of the Act only apply to the goods 
which are on the list. 


Mr. Fiemine: I do not know that the answer of Mr. Macken is a com- 
plete answer. What we are trying to do is to pass legislation which is as complete 
as possible without leaving legislative powers in the hands of the Governor in 
Council. I was wondering whether that was not an unnecessarily broad definition. 
By your definition you are creating a sort of pool of things to which the Governor 
in Council can apply import control by means of the list he draws up under 
these sections. 

The CHarrMAN: I am not a-draftsman, but I do not see any need for the 
definition of goods at all. Subject to consultation with the law officers of the 
Crown, shall we delete that subsection? 

Mr. Fiemine: I do not think, for instance, it was ever intended that it should 
include securities, specialties or anything of that nature. 


Mr. Mayuew: I thought the word might be deleted, but would we not be in 
rather a serious position if we were to drop out three or four items? 

The CHAtrMAN: Let the section stand and I will consult the law officers of 
the Crown. 


Mr, Fipmine: I have one question I would like to ask with respect to 
section 3, referring to the matter of the order in council published in the 
Canada Gazette, that all orders made under this Act and all amendments thereto 
shall be published. That is provided for, but there is no time limit in either 
section 3 or section 4 for publication in the Canada Gazette. It seems to me that 
there should be a time limit set for that publication. I have no specific period 
in mind. Perhaps Mr. Mackenzie could suggest what would be an acceptable 
period for gazetting. I think it should be a short period because these changes 
are of immediate and direct importance to the business community and there- 
fore I think should be promptly gazetted. 

Mr. Marquis: Perhaps they might do the same as they do with this list, 
publish it every week. 

Mr. Fuemine: Yes, that list is published every week. 

Mr. Prnarp: And the provision with respect to the list is that it must be 
published in the next following issue of the Gazette. 

The CHatrRMAN: What have you to say about that, Mr. Mackenzie? . 

The Wrrness: Mr. Chairman, I can assure you that the practice is to publish 
these orders just the minute they are passed because the whole purpose of it 
is to get the information to the exporters and importers as quickly as possible. 
_I see no objection whatsoever to putting in a time limit of fifteen days, or 
something like that. 
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Mr. FLEMING: Possibly we might take Mr. Pinard’s suggestion of having, a 

’ appear in the next following issue of the Canada Gazette. 

: The Wirness: That might be a little inflexible in the odd case. I can conceive 
of a situation arising which might make that impossible, but certainly within 
fifteen days will be perfectly satisfactory. 

Mr. Fiemine: That will apply to section 4 as well. 

The Wirness: It might be put in as a separate section perhaps, that orders 
in council in connection with this Act will be published— 

Mr. Firming: That is, orders under section 3 and section 4? 

The Wirnsss: Yes. 

The CHAIRMAN: Shall we say, “shall be published in the Canada Saget 
within fifteen days thereafter’; and we will let the law officer of the Crown draft 
that in proper form. That is the intent. 

Mr, Fiemine: That would apply to both section 3 and section 4? 

The CHAIRMAN: Yes. 

Mr. MacNaveut: I cannot see the necessity for Mr. Fleming’s suggestion 

that it is necessary to have them published. 

| Mr. Fieminc: Oh yes, it is. 

The CHarrMan: It says, “may be established by order of the Governor in 

| Council published . 

weet er: MeN: Oh, it has to be published. . 

Mr. Fuemine: I think that is the interpretation. It is not very clear, it 

seems to me, and that is why I raised the point. 

g The CuHatrmMan: I was re-reading the section and I am inclined to think you 

are right. It says, “A list of goods to which section five of this Act shall apply 

Be be established by order of the Governor in Council published . 

| Mr. Fraser: May I ask Mr. Mackenzie a question on that? Tn the past 
when the department put a control on a ae article did they not do that 

without the order being published? 

The Wrrness: The minute approval is granted to an order in council 
putting something under control we do everything we can to publish it, including 
press releases. 

Mr. Fraser: The point I am getting at is this, the contro} would go on 

before it is published? 

Mr. Micuavup: Yes, but that was under this order in council procedure; 

henceforth it will be under this new Act. 

Mr. Fraser: But even under the Act I think that the deputy minister would 
immediately put the control on and see that the control was put into effect, even 
before it was published. 

The CHarRMAN: You mean, and not wait for its publication? 

Mr. Fraser: No. 

The Wrrness: There are cases when it may be announced that export 

control would become effective in two days time, for instance. 

} Mr. Fraser: So when you say published, that means published in the 
ewspapers? 

The Witness: We do, in fact. 

Mr. Fraser: You do that, but in the meantime perhaps within four or 

ive hours that control goes on? 

~The Wirness: That could happen. 

- The Cuarrman: I have made a note of the point and I will be glad to 
iscuss it thoroughly with the law officers of the Crown. 
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Mr. Braperre: I would like to have Mr. Fleming enlarge on his point 
about the necessity for publishing these orders in the Gazette. Personally I do 
not see why it is necessary. 


Mr. Fuemine: The question is whether it is necessary or not. If the order 
provides for the publication of all orders under this Act in the Canada Gazette, 
then I think a similar provision should apply to all amendments to such orders. 
I do not think it is fair and that is why I proposed the amendment I did. 
If it is, that is not the way in which I read it. I-am in entire accord with 
the chairman’s idea that we should refer this to the law officers of the Crown 
so that it may be clarified and any ambiguities removed. 


Mr. BrapetTe: I would ask Mr. Mackenzie if he has any direct criticism 
of this? 


Mr. Fiemine: All I can say to that is what Mr. Michaud has ie said, 
that now we are legislating rather than depending on orders in council. I want 
to do it so that it will be free of any ambiguity. 


By Mr. Fraser: 


@. As soon as you issue a notice of control you pass an order under this 
part and although that may not be published for two or three days it is in 
effect from the moment it is passed?—-A. Here is a typical case: on February 27, 
1947, this notice was sent to the collectors of customs; by order in council 
No. so-and-so, of February 25, effective on and after March 3, the date set 
forth herein, see schedule so- rdeee 

Q. That gives them six days?—A. It gives them a couple of days to Se 
these notices out to the collectors and get things working. It also gives notice 
to the exporters that the control is being put on. I suppose it is possible that 
there may be situations where it had to go on instantly, but this is the 
general procedure. 

Q. But you have on occasion bie them on the same day? I have seen notices 
from your department. I think I am right ——A. That is right. There have 


ae 


been emergencies like that. I think this is more indicative of general proces 


but there have been emergencies as you say. 

Mr. Marquis: Why not put it that way then, that it shall come into effect 
with publication of the order fifteen days after issue in the Canada Gazette. 

Mr. Fuemine: Why not leave that to the law officers of the Crown. 

Mr. Jurras: What was the date of the publication in the Gazette in the 
case to which you referred, Mr. Mackenzie? 

The Witness: I am afraid I have not got a copy of the Canada Gazette 
here so I cannot tell you the exact date of its publication. The order in 
council is dated the 25th of February and this notice went out on the 27th, 
and the order in council was put into effect on and after March 3. 

Mr. Jutrras: So that the effective date is not always the date upon which 
it appears in the Canada Gazette. 


Mr. JAENIcKE: Mr. Chairman, is there not some general law about the 


publication of orders in council in the Gazette? 

The CHatrMAn: Gentlemen, I shall be pleased to clear this up. I understand 
very clearly what the point is and I will be pleased to have it cleared up and 
report back to the commtitee. ) 


, 
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Now, in reac to section 4, Mr. Ilsley asked that an amendment should 
be moved. Mr. Mayhew, would you move this amendment, please: this to be 
added to section 4 at the end of the section: — 

or unless the price of such article is supported under the Agricultural 
Prices Support Act of 1944, the Fisheries Prices Support Act, 1944, the 
Agricultural Products ‘Co- -operative Marketing Act of 1939, or is in effect 
supported. under the Agricultural Products Act. 

Mr. Mayhew moves that amendment. That section will stand with the 
amendment moved. 

_ Mr. Srewarr: Mr. Chairman, I would call your attention to the word 
“insuring” in line 32 of section 4. Should not that read ‘‘ensuring’’? 

The CuHarrman: Yes. Thank you, Mr. Stewart. 

Mr. Fieminc: One further thing about this amendment; “is in effect 
supported by the Agricultural Products Act”. We haven’t got such an Act yet. 
There happens to be a bill passed by the House of Commons which I believe 
is now before the Senate. What is our position in writing into this bill a reference 
to something that is a bill at the moment that is referred to here as an Act? 

The Cuarrman: Well, I would say this Mr. Fleming; that the bill with 
which we are now dealing would eventually become an Act, and as it becomes 
an Act after the Agricultural Products Act is in existence I ‘would say then our 
timing is right. Would you not say so? 

Mr. Fitemine: And in the case of the other three Acts they have the word 
“support” in them, while in the case of this agricultural products bill we use 
the phrase “‘is in effect”. What is the reason for the difference? | 

Mr. Maynwew: In the case of the other three they are Acts when: this bill 
is passed. 

Mr. Fiemrine: No, but this is different; what we have here is, “‘is in effect 
supported by the Agricultural Products Act.” The phrase does not appear in that 
form in the other three Acts. I was wondering what the difference was. 

The CuarrmMan: Well, I do not know as much as I might about the Agri- 
cultural Products Act but from following the debate I should think, Mr. 
Fleming, that the distinction is this: that under the Agricultural Products Act 
in some instances there is a more or less indirect support and not a direct price 
support; so that if you left out the words “is in effect” you would ‘be then 
confining the operation of section 4 to only such commodities as are directly 
supported by the Agricultural Products Act. If you go through that Act you will 
find that most of the controls there and most of the support there is quite indirect. 

Mr. Fueminea: I think it is a vague expression. 


The CHarrMAN: It is necessarily vague because of the nature of the Act. As 
I recall it there is no direct support. 


Mr. Fiemine: It confers very wide powers on the Minister of Agriculture 
to do almost everything in the way of regulating the curing, processing, market- 
ing and export of every agricultural product except wheat. However, as they 
are leaving this section over I will not press the point at the moment. 

The CuHatrMAn: An example of indirect support, you see, would be where 
the price of his raw product was supported or controlled in order eventually 
to effect control in regard to a finished product. The support effected by the 
Agricultural Products Act is in most instances remote, indirect. 


Mr. Fiemina: I did not want to press this point any further at the moment. 
$5660—23 
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The CHarrMAN: Does section 5 carry? 
Carried. 


Section 6? 

Carried. 

We are now on section 7. 

Mr. Hazen: Mr. Chairman, may I ask a question in connection with this 
section? 

The CHAIRMAN: Yes. 

Mr. Hazen: The same applies to section 10. Section 7 says: 

The minister, or any person designated by the minister, may issue 
to any person applying therefor a permit to export from Canada, to such 
place and in such quantity— 

and then it goes on: 
—and may amend, suspend or cancel any such permit. 
Now, in section 10: | 

The Governor in Council may make regulations:— 

(a) prescribing the terms and conditions upon which permits 
may be issued and shall continue in force. 


but it does not say anything in that section about regulations being made as 
to amendments, suspension or cancellation of permits. 


The CuarrMan: Oh yes, “may be issued”; I would think “shall continue in 
force” takes care of your point. 

Mr. Hazen: The power to make regulations should be defined in clear 
language, and while here the Governor in Council is given the power to make 
regulations and to issue permits nothing is said about amendment, suspension 
or cancellation with respect to such purpose. 

Mr. JAENICKE: Except, “generally for carrying out the provisions of this 
Act.” 

Mr. Hazen: I would like to ask if there is a provision to that effect under 
the present order in couneil authority. . 

Mr. Marquis: Mr. Chairman, subsection (e) covers the. point that has been 
raised; “(e) generally for carrying out the purposes and provisions of this Act.” 


Mr. Hazen: No, I would not think so. 

Mr. Marquis: The section gives the Governor in Council orders to make 

regulations, to issue permits and so on; and for the purpose of carrying out this 

section you obviously have the related power to amend, suspend or cancel permits. 
Mr. Hazen: Why do they have that section in there at all? 


The CHAIRMAN: Mr. Hazen, if you refer to this publication, this brown book 
of regulations you will find that there is provision there for cancellation. 

Mr. Hazen: But that must be done by order in council? ‘ 

The Witness: That is right. 


Mr. Hazen: But now that we are going to put this in the Acond of an Act 
and it is the intention to convey such powers to the Governor in Council, if he 
is going to have the right also to amend, suspend and cancel permits, I think we 
should say so in this Act. 

The CHarRMAN: When we come a section 10 I will be pleased to discuss 
that section also with Dr. Ollivier and draw your point to his attention. 

Mr. Fremine: The first regulation gives the minister power to cancel or 
suspend but it does not say anything about amending. 


ye. 
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The CuHatrMAN: Shall section 7 carry? 
Carried. 


Shall section 8 carry? 
Carried. 


Shall section 9 carry? 
Carried. 


Section 10 stands. 


We are now on section 11. 

Mr. Fuemina: On section 11, I take it that follows largely the cavern. 
of the present regulation No. 18; but I am wondering as to the necessity of it. 
We have heard nothing from the deputy minister yet as to the necessity for 
such a provision as you have in section No. 11, and I am wondering if he has 
anything to say on the point. 

The Wirness: Mr. Chairman, the whole procedure of present controls ee 
in the last analysis on the physical movement of goods across the border which 
is under the jurisdiction of the customs officers, and the attempt here was simply 
to vest in the customs officers the authority to stop improper shipments. 

Mr. Fiemina: Excuse me; may I say that I had intended my remark to 
apply to both section 11 and section 12; I should have said with particular 
reference to section 12, the point there being that you are incorporating the 
provisions of another Act into this one in effect. 

The Witness: Well, the purpose of doing it in this way was to avoid the 
necessity of setting up extensive provisions covering penalties and giving the 
right to stop shipments and search and so on. Customs officers must have these 
rights to examine a parcel of goods to make sure that it is in accordance with 
the permit which is entered with it. We could just duplicate the provisions of 


the Customs Act in this bill but it seemed a great deal more simple to deal with. - 


it in this way, and we were Bay EeG that this was a satisfactory way from the 
legal point of view. 

Mr. Fieminc: As far as the right to search is concerned, I think that is 
reasonable; but when you put down the right to detain, seize, forfeit and con- 
demn, I am just a little bit troubled about the principle, the idea of incorporating 
all the provisions of another Act, without sitting down and examining in detail 
the provisions we are incorporating by one step in this bill. 

The Cuatrman: Of course, Mr. Fleming, you know that the Customs Act 
has been in force for quite a long time. It has been added to as the need has 
arisen. Do you not think we are on reasonable safe ground in introducing for 
the purpose of the enforcement of this Act the established. practice in regard 
to the export of goods as established by this Act? 

Mr. Fueminc: As established by the Customs Act, yes; but what I had in 


“mind was the penalty which would fall. That is what I am concerned about. 


It includes not only search, but detention, seizure, forfeiture and condemnation 
as well. | 

The CHAtRMAN: Yes, I wonder if there is any reason though why we should 
depart from our general practice in regard to export penalties for breaches of 
the Customs Act in regard to the export of goods? 

Mr. Fieminc: But you have section 13, and in that section substantial 
penalties are provided for breaches of this Act or of any regulations made under 
it. What troubles me is the idea of ours, without sitting down and examining 
these forfeiture provisions of the Customs Act, just incorporating them into this 
Act by, a short clause. I was wondering about the principle. We read. in the 
language of section 13, substantial penalties laid down for breaches of this Act 
or any regulations made under it. 
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The CHAIRMAN: Can you see any harm that would flow from what appears 
to you like duplication of penalties or alternative penalties? 


Mr. Marguts: I think the principle involved is the possibility that operat- 
ing under the provisions of this Act an individual might at the same time commit 
a breach of the Customs Act; for instance, we might have a situation where 
somebody would report someone for bringing cigarettes through the customs. 
Points of that kind might arise. 


Mr. Fiemine: I have not made a detailed examination of the Customs Act 
on this point relating to the detention, seizure, forfeiture and condemnation of 
goods, and I do not know whether other members of the committee have or not. 
It just troubles me that by the inclusion of a subtle phrase now which has 
very sweeping limits that we are in fact incorporating a penalty section over 
and above those proposed in this bill in section 13 for breaches of this Act or 
regulations made under it. 


Mr. Marquis: Yes, but he might under a permit issued pursuant to the 
provisions of this Act try to bring in some commodities from the United States to 
which his permit does not entitle him and thereby he would be committing a 
breach of the Customs Act as well as of this Act. With the section in as we 
have it here now he can be punished under the provisions of the Customs Act; 
and at the same time, he could commit a breach of this Act by trying to bring 
in something for which he had no permit, or to which his permit did not apply, 
then he would be liable to punishment under the provisions of this Act as set out 
in section 13. 


Mr. Pinarp: The point which worries me is this matter of condemnation, 
and so on, in section 12. An individual might lay himself open to prosecution 
under section 13 for violation of this Act, and at the same time he might also 
be open for prosecution for a violation of the Customs Act; in other words a man 
might be prosecuted under both Acts, this Act and the Customs Act. 


Mr. Micuaun: I can see where he is liable for prosecution under the pro- 
visions of either section. A man may be guilty of trying to bring in goods and 
avoid the payment of duty, and at the same time he may commit the offence of 
trying to bring goods into this country which are not covered by his permit. He 
could quite possibly lay himself open to prosecution under both Acts. 


Mr. Fraser: Under this, Mr. Chairman, if you are importing from the States 
and you give a description of the goods that were to come in, then after the goods 
came in and they were inspected the department might turn around and say you 
have given us a description of goods of a certain type and these are not of that 
type, they are a little different from those which you were authorized to bring in, 
you might be liable for prosecution. 

The CHAIRMAN: Would it meet with the approval of the committee if I were 
to discuss this point with Dr. Ollivier with the object of adding a third sub- 
paragraph to section 13 providing against duplication of penalties? 

Mr. Pinarp: It also affects the question of the legality of entry. 


The CHatrMAN: Then, section 11 carries. 
Sections 12 and 13 stand. 


Section 14, coming into force. 
Carried. 


Mr. Fiemine: Mr. Chairman, there is one section I think which should be 
added to this bill. 


The CHAIRMAN: Yes? 
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_ Mr. Fiemine: There is no provision in this bill for a report being tabled 
_ in the house. Now, it is true that this bill is to be in effect for one year, but it 
_ seems to me that it is highly important that reports should be laid on the table 
of the House at the opening of the next session of parliament. A report on the 
operations under the Act during the present calendar year. I would like to move 
that the following section be added to the bill: 

15. The Minister shall prepare and lay before parliament a report 
of the operations under this Act as soon as practicable after the 
close of the calendar year 1947, and in any event within thirty days there- 
after or if parliament be not then sitting, within thirty days after the 
commencement of the next ensuing session of parliament. 


_ The Wrirness: I would assume, Mr. Chairman, that that would be dealt 
with as all the departmental activities are dealt with. It is the practice to put in 
an annual report of the department which would cover this. 

Mr. Fuemina: That does not come to us for about ten months after the 
close of the fiscal year and it would not be of the slightest help to parliament at 
its next session in deciding whether this legislation should or should not. be 
extended. Were it permitted to lapse on the 31st of March, 1948, then the 
report, of course, does not matter so much although I still think it should be 
tabled, but if there is any proposal that the effect of the Act should be extended, 
then certainly parliament is entitled to have before it such a report as I have 
indicated on the operation of the Act for this year. There is another reason, 
quite apart from the time element, why an annual report of the department will 
not help us here. It is this, we are dealing with a special power of government 
under a special Act and I think there should be a special report under this Act. 

The CHarrmMan: While we still have a quorum may we agree on when we 
will meet again? I would hope to be able to clear up these different points by 
to-morrow morning. Is it satisfactory if we call a meeting for eleven o’clock 
to-morrow morning? 

Mr. JAENICKE: Why not this afternoon? 

The CuarrMANn: Some members of the committee desire to be in the House 
this afternoon, and I doubt whether I would have time to have Dr. Ollivier 
check these points. | 

Mr. Fraser: Mr. Timmins, Mr. Fleming and myself have a special meeting 
to-morrow morning. 

The CuarrMan: Would any other hour of the day suit the committee? 

Mr. JAENICKE: What about eight o’clock to-night? 

Mr. Fireminc: Make it seven o’clock to-night, then we will not conflict with 
the sitting hours of the House. 

The CHAIRMAN: When we adjourn, we will adjourn until eight o’clock 
to-night. 

Mr. Trmmins: I think Mr. Fleming made a very good point there. After 
all, about a year from now we will need such a report or we will not need it at 
all, depending upon whether we have to consider the matter. 

Mr. Prinarp: I understand the Act expires sixty days after the commence- 
ment of the first session. | 

The CuarrMan: I have made a note of all these different matters. 

Mr. Futemrinc: There is one point I overlooked. In subsection (1) I think 
there ought to be the same sort of addition as was made to the National Emer- 
gency Powers Act. Subsection (1) of section 14 now says it shall expire sixty 
days from the commencement of the first session of parliament commencing in 
the year one thousand nine hundred and forty-eight. I think such words as these 
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ought to be inserted, “Or the 31st day of March, 1948, whichever shall Bis the 
earlier date.”’ This would cover the situation in case parliament were not called 
until away on in the spring. I think we all understand we are legislating here | 
until the end of the fiscal year. 5 


The committee adjourned at 12.35 p.m. to resume at 8.00 p.m. 


EVENING SESSION. 


The committee resumed at 8.00 p.m. 

The CHARMAN: Gentlemen, we have a quorum. , 

On section 2 of the bill, subsection (a); the question was raised that the 
definition of goods was much too wide. On re-checking the bill the law officers 
of the Crown are content that subsection (a) should be deleted. There is no 
need to define the word “goods.” ; 

Mr. Marquis moves that subsection (a) be deleted can that SUD uence (b) 
be re-lettered (a). 

Carried. 


Shall the section carry? 
Carried. 


Section 3 was allowed to stand. Mr. Fleming moves that the following 
words be inserted after the word council ‘which order shall be published in the 
Canada Gazette within fifteen days after the passing of such order;” and. that 
the words, ‘“‘published in the Canada Gazette” be deleted. 


Goed 


Shall the section as amended carry? 
Carried. 


Mr. Fleming moves a similar amendment to line 24 of section 4. Shall the 
section as amended carry? 


Carried. | 
Mr. Fremine: Might we have the other amendment, Mr. Chairman? 


The CHaAtRMAN: The other amendment has already been moved. I under- 
stood there was no objection to it. I will read it again if vou like. 
Mr. Isnor: You don’t need to do that. 


The CuarrMAN: Shall the section as amended carry? 
Carried. 


Then section 10 was allowed to stand. Members of the committee will recall 
that Mr. Hazen raised a question in regard to section 10. On checking with 
the law officers of the Crown I believe that the objection occurred through lack 
of full appreciation of the other section which was grouped with section 10. 
In one instance it is the cancellation or otherwise of a permit by the minister 
whereas section 10 refers to regulation by the Governor in Council. I am sorry 
that Mr. Hazen is not here put I think when that is called to his attention he 
will have no objections. 


Shall section 10 carry? 
Carried. 


Well, then, sections 12 and 13, why were they allowed to stand? 
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Mr. Fiemina: It was a matter of a double penalty question there. 


The CuarrMan: Here again I had not read the sections with sufficient care. 
There is no double penalty. Section 12 simply refers to search, detention, 
seizure, forfeiture and condemnation. There is no fine or other penalty in 
section 12, whereas I am told that in some instances it is necessary not only to 
seize the goods but it is also proper that a penalty should be imposed. I believe — 
uranium was one commodity given as an illustration. An attempt was made 
during the war, and under such circumstances there certainly should be a 
penalty in addition to seizure. 

Mr. Fraser: Of course, that was Defence of Canada Regulations on that, 
was it not? 

The CuatrMan: No, that is simply cited as an instance that might arise 
under this Act. 

Mr. Fraser: You mean where there would be a double penalty? 

The CHAIRMAN: Yes. 

Mr. Fraser: You mean it would come under that? 

The CHarrMAN: Uranium was involved in this instance, and it was under 
export control. 

Mr. Fraser: But it was also under the Defence of Canada Regulations? 

The CHAIRMAN: Yes. 

Shall sections 12 and 13 carry? 

Carried. 

In regard to Mr. Fleming’s motion for a new section 15— 

Mr. Fremine: Mr. Chairman, there is a point on section 14; 7 later 
than the 31st of March, 1948. 

The CuatrMan: I missed that; I am sorry I did not discuss that with them. 
I remember you raised it but I wonder what we can do about it. Would you 
be content to carry it on division? I understand it is going to be the policy 
of your party to insist on a similar clause in the omnibus bill. It can be 
introduced by way of an amendment in the House. 

Mr. Furemine: It is easier to get an amendment through here where 
everybody can discuss these things on their merits. 

Mr. JAENICKE: Suppose they do extend it a few days longer to the 31st of | 
March, say on into April. 

Mr. Fuemine: I will move the amendment, Mr. Chairman. 

The CuHarrman: All those in favour of the amendment please signify. 
Opposed? 

The amendment 1s lost. 

Shall the section carry? 

On division. 

Then, with regard to section 15, moved by Mr. Fleming, the minister 
accepts that section and I have a draft of it. 

Mr. Isnor: You could not compromise by having Mr. Fleming neitiiclrale 
his motion now that Mr. Ilsley has accepted the section? 

Mr. Fiemine: It is too late now. 

The CuarrMan: Section 15 as redrafted by the law officers of the Crown 
reads as follows:— 

As soon as practicable after the Red day of December, 1947, 
the minister shall prepare and lay before parliament, if parliament is 
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then in session, a report of the operations under this Act for the year 
1947, or if parliament is not then in session, within the first fifteen days 
of the next ensuing session thereof. 
You may care to have a look at that section, Mr. Fleming. 
Mr. Fuemine: Thank you. | 
The CuHarrman: Mr. Fleming moves that section 15 as I have read it 
should be incorporated in the bill. All those in favour? 
Carried. 
Shall I report the bill? 
Carried. 
Mr. Fleming moves the bill be reprinted as amended. 
Carried. 


The committee adjourned at 8.30 p.m. — 
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